ater aee 4) 
De aees 





You too may find it the 
to securing the capital you need 


2p Typical Commodities Field Warehoused 


RAPIDLY GROWING IN FAVOR WITH ee, Mitek, Genes cont, Osten, Caen 


d_ products, Coal, 

<<) Ferniture Grain and Feees, Lumber, 

BA NKERS A N D BUSI N ESSES Hides, Malt, Molasses, Petroleum pro- 

k. ducts, Rice, Clothing, Seeds, Syrup, 

: , | SY —__Beeh radict, “Samar sul ie 

Hundreds of businesses have found needed capital for operating Tt. tk, Sale mak eats Glee 

expense, tax needs, off-season production, protection of inventory, etc., 
through Field Warehousing by Douglas-Guardian. 

Present conditions of business, tax laws and other restrictions under 

which business is being conducted call for new technique in financing. 

Every executive concerned with his Company's finances should be 

fully informed on Douglas-Guardian service, whereby money can be 

raised on favorable terms, through the field warehousing of inventory as 

collateral. Either raw materials or the finished product is eligible, ex- 

cept in cases where it is very perishable or cannot readily be segregated. 


NO DELAYS OR RED TAPE 


You'll be agreeably surprised at the dispatch with which funds can be — 
obtained using this modern method of financing—with the cooperation i T0 TH 
and fullest approval of the bank. You'll like the favorable interest rate 

you can secure—and all the details will be taken over competently and 
completely by Douglas-Guardian. 

Yet, while Field Warehousing does provide money without delay, 
when there is an immediate need, it is in no sense a mere emergency 
form of financing. For example: For years Field Warehousing has been 
extensively used in the food packing industry—both by can companies, 
who manufacture in advance and store their product in the warehouses 
of their customers—and by producers and jobbers. Through it they 
avoid destructive sacrificing of inventory when money is needed. Field 
Warehousing is a fixture in the seed business . . . in the sugar, petroleum, 
and many other industries. Some are suggested above. 

hrough our 13 service offices, we render a nation-wide service 
offering every facility for the legal and accurate transaction of any type 
of Field Warehousing, under competent and experienced management. 
We invite your inquiry for full particulars. 
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GLAD TO MAIL YOU A 
COPY OF THIS FREE BOOK 


The popularity of “Financing the Modern Way’ has 
necessitated a second edition. It's a concise but 
comprehensive presentation of Warehousing that brings 


in 
—_ Warehous 6 the warehouse to the merchandise . . . points out the 
FI ELD plain difference between legitimate Field Warehousing and 


e subsidiary werehousing. A mighty interesting and 
Ma valuable book for your desk. Gladly mailed without 
cost or obligation. Also we'll send tables of statistics 
showing how the laws of most states permit higher loan h 
values on Field Warehoused merchandise. Address 3 
100 W. Monroe St., Chicago, or nearest office. SED 0 N TH F PR : M S ES 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-Wide Warehousing Service 


NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD. 
118 N. Front St. 100 W. Monroe St. 100 Broad Street 401 Tower Petro. Bidg. 12223 Commerce Bldg. 428 South St. 
SPRINGFIELD, MO. SAN FRANCISCO, CAL. MADISON, WIS. TAMPA, FLA. CLEVELAND, OHIO LOS ANGELES, CAL. MEMPHIS, TENN. 
215 Holland Bids. 485 California St. 155 E. Wilson St. 416 Tampa St. Leader Bldg. Garfield Bids. 106 Porter Bids. 
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ELECTRIC DUPLEX CALCULATOR 


le) il 
COMPLETE JOB ¥ 


IN A SINGLE 
HANDLING OF THE 
FIGURES 


mole ea+nwmf4etskte 
sy“ Me aes ist x 


INDIVIDUAL 
TOTAL 


or the Result of a 
Single Calculation 


This new Burroughs Electric Duplex Calculator— 
complete with direct subtraction and two sets of 
accumulating dials—saves needless steps in handling 
any accounting job. There is no second handling of 
the figures—no time or effort wasted. The two 








INVOICING 


It calculates the extensions and 
accumulates the results into a 
grand total; computes the dis- 
count; and, at a touch of the minus 
key, subtracts this discount from 
the gross to give the net result... 
all in one handling of the figures. 


following examples illustrate typical savings: 


PAYROLLS 


Computes the gross pay of each 
employee; totals various deduc- 
tions; and, at a touch of the minus 
key, subtracts this total from the 
gross to give the net pay... all in 
one handling of the figures. 


Other calculating jobs can be handled with equal 


speed and simplicity. For a demonstration—or full 


‘formation—telephone the local Burroughs office. 


SURROUGHS ADDING MACHINE COMPANY 


6165 SECOND BOULEVARD, DETROIT, MICHIGAN 
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IN LOWER DIALS 
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Any amount in lower dials 
may be added to, or sub- 
tracted from, the amount 
in upper dials by touching 
the plus key or minus key 
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GRAND TOTAL 


or the Net Result 


IN UPPER DIALS 
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“MEN WHO DO THINGS USE 
DICTAPHONES *.... Lowel! thomas 


“In business everywhere I’ve seen men using the 
Dictaphone to get through more work. Since I have 
to turn out thousands of words on paper every day, I 
recently decided I'd better try a Dictaphone myself. 
I'd thought of it as just a modern dictating machine. 
But it turns out to be more! My Dictaphone takes 
down ideas while they’re hot . . . relays memos in 
a hurry. ..records phone calls... performs scores 
of other services. Below is some of the evidence 






i 


LOWELL THOMAS uses his new Dictaphone to prepare for 
which made me want to trv it. Using it in mv own his daily appointment with the “mike,” write his best-selling 

: 5 books, and many magazine articles, and handle a vast pile 
of mail. 


way convinced me. [’m a Dictaphoner now!” 





bss 


ADOLPH RYDGREN, Pres. R. D. ESHBAUGH, Manager Industrial Sales ARTHUR J. TUTTLE 





Continental Amer. Life In. Co., Wilmington, Del. Petroleum Heat and Power Co., Inc., New York United States District Judge, Detroit, Mich. 
"..transition from old steno- ".. great deal of detail. .Dicta— "..can dictate..whenever I find 
graphic system occurred without phone at home. .availability 24 it convenient..no one thing 

a hitch in our work. .most agree— hours a day..free to think with- about my office..as great an 
able surprise." out interruption. ." advantage..." 





we 


T. BLAIR WILLISON, Executive Vice-President 
Clover Farm Stores Corp., Cleveland, Ohio 


EDWARD S. LANDRETH 
Sales Manager, D. Landreth Seed Co., Bristol, Pa. 


"..have used the Dictaphone ever "..makes ideas usable..great 













Since it was first put on the method of getting action.. 
market. .simply couldn’t get records phone conversations.. 
along without it." dozens of other jobs.." 

NOW MAIL THIS =» = a anal 


Lexington Ave.» 


‘ . . 420 
There is only one true Dictaphone Sales Corp. 420 Lexington 7 og 
. ats } ~ - ° . 2. staphone Da \ : 
THE..NEW PROGRESS Dictaphone: tis tade In Panada—Dic Set Toronto 


86 Richmond Street, : 
to talk with someone about 

binet at no expense 
bout Dictaphone. 


: ra Dictaphone 
CABINET DICTAPHONE eloan ofa Dictap 


exclusively by Dictaphone 
Corporation at Bridgeport, 
Conn.; sold through our 
own offices in the United 
States and Canada. We in- 
vite your inquiry. 


I should like to me. 


in the New Progress Ca 


oO Send further information 4 


Name ee 
Company 


Address 
The word DICTAPHONE is the Registered 


Trade-Mark of Dicteshene Corporation, 
Makers of Dictating Machines and Acces- © 
sories to which said Trade-Mark is Applied. — 
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Over-ambition 


How frequently credit executives observe the ruins of a formerly 

substantial business as a sacrifice to unrealistic ambition! The 

same common thread runs through most of these business trage- 
dies. A successful proprietor of a small but efficient business organi- 
zation is lured into larger fields. New and bigger quarters are taken, 
help added, outside capital introduced. An unhealthy expansion is 
made, too often, at exactly the wrong time. 


There comes a time when a business must expand, when expansion 
is justified and necessary. There can be no criticism of this type of 
growth if sufficient thought is given to such expansions made in 
anticipation or in hope of increased business. 


Peace of mind, the comforts of a successful business are frequently 
washed away, however, through a false sense of pride or an unwar- 
ranted ambition. The markers displayed in the business graveyard 
tell of the death of small businesses but they do not reveal the too- 
common cause—unjustified ambition. 


The same danger lures larger businesses as well. It is particularly 
unfortunate when you view a situation wherein an industry domi- 
nates the field, enjoys exceptional prosperity, controls most of the 
market and still ruthlessly goes on towards monopoly. The end is 
almost invariably governmental regulation or the penalty of eventual 
collapse through over-expansion. 


Business men are realizing that they must contemplate more seri- 
ously the relationship of business to the art of living. It is my view 
that they are beginning to appraise more highly that sense of tran- 
quillity which comes at the close of the business day from the know]l- 
edge that their organizations have not spread beyond the power of 
efficient human control and direction. If expansions are built within 
these specifications there will be fewer business mortalities and less 
governmental regulation. 


Executive Manager, N.A.C.M. 
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Again-the“non-par” problem! 


by HORACE JOHNSTON, Chairman, Committee on Par Clearance of Checks, N. A. C. M. 


If one of your customers deducted 
an arbitrary amount of 25c or more 
lu from his remittance paying an in- 

voice you would, quite properly, at 
least call his attention to the deduction 
and, if the amount deducted was not 
trivial, you would probably send him a 
second invoice covering the unpaid bal- 
ance. You would do so even though 
your customer told you that he had 
made the deduction to cover the ex- 
pense in his office of making the remit- 
tance. You would quite naturally tell 
your customer that his business ex- 
penses were not your concern and that 
he should not attempt to pass them on 
to his creditors. 

Few business men would attempt to 
contest that point of view or challenge 
your unwillingness to grant what 
would amount to a special discount to 
cover some of your customer’s business 
costs. Your right to insist upon full 
payment by your customer in compli- 
ance with his obligation to pay an 
agreed purchase price for the order 
would be recognized as only sound busi- 
ness policy. 

Many business men throughout the 
country are today, however, experienc- 
ing deductions from the full value of 
their invoices—deductions made not by 
their customers but by their customers’ 
banks which are levying an exchange 
charge upon checks and other instru- 
ments drawn upon the banks for pay- 
ment by the customers. 

The practice of clearing checks at 
less than par—which was opposed by 
your Association vigorously and effec- 
tively years ago—has again sprung up 
in various parts of the country and is 
taking its toll of costs from business 
firms which sell their merchandise in 
rood faith and at a price agreed upon 
by themselves and their customers. 
Again, as in the past, our Association 
has launched a program to oppose that 
practice through friendly negotiations 
with banking interests and through the 
expected cooperation of our Association 
members. 





That program is a direct result of a 
resolution condemning the non-par 
practice passed at the Association’s last 
annual convention in Chicago and a 
subsequent recommendation by a special 
Association committee which studied 
the situation and whose recommenda- 
tions were approved at the January 
meeting of the Association’s National 
Board of Directors. 

There should be no misunderstand- 
ing, either in the minds of our mem- 
bers or of bankers, concerning our 
policy in connection with this situation. 
To prevent any such misunderstanding 
a statement of the basic points of that 
policy may be appropriate here: 

1. The Association fully recognizes 
the right of banks to charge their cus- 
tomers for services rendered to them. 

2. It recognizes, and is smypathetic 
with, the problems faced by many 
smaller banks throughout the country 
as a result of decreased revenue from 
the normal sources of banking income. 

3. It realizes that the practice of 
making exchange charges for clearing 
checks from a distant point has been 
adopted by a great many of the smaller 
banks as a means of obtaining addi- 
tional needed revenue. While it be- 
lieves that exchange charges are also 


‘ being made by many banks which do 


not need the extra revenue thus ob- 
tained, the Association does recognize 
that the complete and immediate cessa- 
tion of making exchange charges by 
many smaller banks throughout the 
country would be detrimental to them. 

4. The Association, however, does 
not regard the practice of clearing 
checks at less than par, by making an 
exchange deduction from the face value 
of the checks, as a legitimate method 
of obtaining revenue by banks. It be- 
lieves that this practice is an unsound 
banking practice because its result is 


“By the Golden Gate in 38!” 
June 5-10 
43rd Annual Credit Congress 


to impose the charge, not upon the cus- 
tomer of the bank which clears the 
check and for whom the service was 
rendered, but upon the payee who sold 
merchandise to that customer and who 
was therefore entitled to full payment 
of the agreed price for that merchan- 
dise. 

5. The Association is aware of the 
argument that, while a bank is obli- 
gated to clear checks in their full 
amount at the location of the bank, 
clearance for remittance to a distant 
point may result in an additional ex- 
pense to the bank. It realizes that 
banks should be compensated for rea- 
sonable service expenses but contends 
that the compensation should be paid 
by the bank’s customer, the buyer of 
the merchandise. It recognizes, also, 
that the collection system of the 
Federal Reserve System was developed 
to obviate the losses and delays which 
formerly characterized many check 
clearances and favors the use of that 
system, with the consequent par clear- 
ance of checks, as an aid to business and 
financial stability. 

It is impossible, within the limits of 
this article, to describe in detail the 
extent to which the non-par practice is 
resulting in losses to our members. A 
survey of the entire country discloses 
that the practice is most prevalent in 
a zone commencing in the extreme 
Northwestern part of the country, ex- 
tending down the Mississippi Valley 
and across the Southeastern region. In 
that zone the proportion of banks in the 
states which are not clearing at par 
and the rate of exchange charges made 
by those banks, vary greatly. 

In Arkansas, for example, only 65 
of the more than 200 banks in the state 
are on the Par List.. In some other 
states the proportion of non-par banks 
is much less. Some banks which are 
clearing at less than par endeavor to 
make charges on a sliding scale and on 
a comparatively reasonable basis. Other 
banks appear to apply charges more or 
less indiscriminately and instances have 
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been noted where a charge of 25c was 
made for clearing a check for $20.00 
and the same charge for clearing an- 
other check for $75.00. 

In addition to the general objection 
to the practice of making exchange 
charges, which has been referred to 
above, the lack of uniformity of those 
charges in many states is a demoraliz- 
ing influence which adds to the prob- 
lem of firms which are selling in non- 
par states. 

To quote from the report of the 
Association’s committee which studied 
this situation: 

“The extent to which this practice 
has resulted in both losses and incon- 
venience to business firms naturally 
varies according to the nature of their 
business and the territory in which the 
firms carry on business.” One large 
rubber manufacturing company reports 
that the exchange deductions now 
amount to approximately $1,500 per 
month. A member in the Southwestern 
part of the country reports that such 
losses this year will amount to %4 of 
1% of the firm’s volume. A typical 
example of the complaints received 
from Association members is a letter 
from a Louisville member which re- 
ports that his firm discounted at a local 
bank a note given by a customer in 
Texas in the amount of $225.00. 
When the note was forwarded for col- 
lection to a Texas bank, that bank de- 
ducted $2.25 or 1% of the face value 
of the note for “remittance fee, postage 
and notice”. 

Many other letters from Association 
members indicate that these exchange 
charges are not only creating adminis- 
trative difficulties but are resulting in 
substantial losses. Naturally the firms 
most adversely affected are those either 
located in or selling extensively to the 
regions where the non-par practice is 
most prevalent. 

The extent to which the practice has 
spread in recent months, however, de- 
stroys any feeling of assurance that 
firms which are not now experiencing 
difficulties as a result of exchange 
charges will continue to be able to 
avoid those difficulties unless the spread 
of the practice is definitely checked. 

It is not necessary to describe here in 
detail the manner in which the Federal 
Reserve System has brought about par 
clearance by member banks of the Sys- 
tem. It is sufficient to mention that 
the Federal Reserve (Cont. on page 36) 
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copy of a draft that we have today drawn 





From H. T. Biar, Credit Manager of The Schoellkopf Co., Dallas, Texas, we have 
received the above draft form which his fivm has developed in connection with this 
matter of exchange charges. Mr. Biar writes us that “the exchange charges as de- 
scribed within the instructions to the bank are the minimum that banks have been 
charging us heretofore. We arrived at the 1/10 of 1%, 25c minimum, by asking 
our bank and the Federal Reserve Bank what the minimum rate is. It seems thai 
in clearing checks through banking channels on banks that are not members of 
the Federal Reserve System that this is the basis that such exchange charges are 
usually made but we have found in trying to use this as a basis in collecting 
drafts with bill of lading attached that we must add a little more. 

“Therefore, when we get our new forms printed up they will provide for ex- 
change charges of 25c per hundred up to $200.00 and then 10c per hundred for 
each additional $100.00. This is the basis on which we really add exchange now 
and during the past year no bank has claimed any additional exchange charges, 
but upon inquiring among some of our customers to whom we ship sight draft bill 
of lading attached I am told that only in about 50% of the cases the bank will 
actually collect the exchange from the customer but if we were not to add it, then 


the deduction of exchange on the remittance to us would certainly apply in 100% 
of the cases.” 
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Life insurance as an aid in 


appraisal of credit 


Part I: Individual or personal credit relations 


by CHARLES H. SMITH, C. L. U., Pittsburgh 


insurance as.an aid in appraising 

credit, suppose we ask ourselves 

this simple question: “By whom is 
credit used?” In answering this ques- 
tion, we find that there are two broad 
groups who use credit in business opera- 
tions. (1) Individuals—this we shall 
refer to as “personal credit.” (2) 
Business firms and corporations—this 
we shall refer to as “business credit.” 
We find that we can sub-divide busi- 
nesses into four separate classifications: 


= In order to discuss the value of life 
uu 


1. Sole proprietorships. 
2. Partnerships. 

3. Close corporations. 

4. Ordinary corporations. 


Suppose we take each of these in the 
order named and see wherein life in- 
surance can be useful in credit ap- 
praisals. 

Let us suppose that I were to come 
to your firm for the purpose of pur- 
chasing a bill of goods on'time. In 
addition to the usual information 
which you, as credit manager, would 
seek concerning me, such as character ; 
reputation for payment of bills in- 
curred; income and net worth; stand- 
ard of living; habits of spending; etc. 
—would you inquire into the amount 
of life insurance which I own? Per- 
haps some of you would not! 

Let us assume that the amount of 
credit involved justifies your so doing, 
and let us assume that you do find up- 
on inquiry that I do own life insur- 
ance—what are some of the things 
which this would tell you about me? 
1. That I was in good physical condi- 

tion at the time the policies were 

granted to me. If you discover the 


year in which I took my last life 
insurance policy, you will know how 
long it has been since I passed the 
physical examination which was ne- 
cessary in the taking of said policy. 


2. That my reputation and financial 


standing at the time of taking the 
policy or policies was sufficiently 
satisfactory to permit the granting 
of the insurance by the respective 
insurance companies. (In addition 
to the physical examination, all good 





What of C.L.U.? 


When we note the letters A. B. 
or Ph. D. after a man’s name 
we know at once they indicate 
degrees from a University. 
C. L. U. also is a degree, now 
issued by several of the Uni- 
versities which specialize in 
commerce courses. C. L. U. 
means Certified Life Under- 
writer and is a degree given 
by the University of Pittsburgh 
to the author after completing 
its course in life insurance. 





insurance companies secure an in- 
spection report upon the applicant 
at the time of the issuance of the 
insurance. ) 

3. Under normal circumstances such 
information would give you some- 
what of an idea concerning my atti- 
tude toward my dependents (or my 
family.) Suppose I were single and 
suppose I had no immediate depen- 
dents—if you found that I owned 
life insurance—perhaps endowment 


policies or retirement income poli- 
cies—this would give you an idea 
as to whether or not I am looking 
out for the persons who will some 
day be dependent upon me, namely, 
old man Smith. 

4. If you knew the extent to which 
I owned life insurance—it -would 
give you somewhat of an idea as to 
my ideas of thrift and saving. Near- 
ly everyone these days realizes that 
life insurance is one of the best 
known mediums for saving and in- 
vestment, aside from the death pro- 
tection feature. 

If a man of moderate means, with 
dependents, owns no life insurance for 
their protection these days, you can, in 
about 99 per cent of the cases, attri- 
bute this fact to one of two reasons: 
A. Either he is physically, financially 

or morally unable to get life in- 
surance ; 

B. He has little regard for his moral 
responsibility—and if he has little 
or no regard for his moral respon- 
sibility—would he, in your opinion, 
qualify as a good credit risk? 

The credit manager, therefore, can 
obtain considerable worthwhile infor- 
mation about the man who owns life 
insurance. Obviously, the more the 
credit manager knows about life in- 
surance and the various types of life 
insurance policies, etc. (assuming he is 


_ given the opportunity of knowing in 
-detail about the individual’s insurance 


holdings) the more he will know about 
the individual and the more useful that 
information will be to him. 
Aside from the information which an 
astute credit manager can obtain from 
the knowledge of an individual’s life 
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insurance—does the owning of life in- 
surance by an individual have a dollar 
and cents value to the credit manager 
in appraising the credit of that indi- 
vidual; especially if that individual is 
forced into bankruptcy or if a judg- 
ment is secured against him ? 


Just as the various State laws differ - 


with respect to the rights of creditors 
in dealing with assets other than life 
insurance, just so do the various State 
laws differ when it comes to dealing 
with the creditor’s rights in connection 
with personal life insurance owned by 
the debtor. 

If the insured owns life insurance 
policies payable to a wife or child, or 
a relative dependent upon the insured 
at the time of bankruptcy or at the 
time of judgment—and in event the 
insured has not taken the policies with 
the idea of defrauding his creditors— 
the cash values of his policies are not 
attachable in most states. Even though 
the insured has reserved the right to 
change the beneficiary or to borrow 
against his policies—this statement 
holds good under the present Pennsyl- 
vania law. The Pennsylvania law is 
so worded that wife and children of 
the insured are presume to be depen- 
dents; and he may have “other depen- 
dent relatives” in addition to or other 
than wife and children; facts and cir- 
cumstances must necessarily be brought 
to light in connection with the “other 
dependent relatives” (to show that 
they are or are not dependents) and 
if not dependent, then the equity of his 
policies would be attachable. 





Laws on insurance 


A summary of the laws in va- 
rious states, which govern the 
availability of life insurance as 
an asset which may be reached 
by creditors, will be found in 
the 1938 Edition of Credit Man- 
ual of Commercial Laws pub- 
lished by the National Associa- 
tion of Credit Men. 





In Pennsylvania the interesting 
point to be ascertained in a situation of 
this nature is whether or not the named 
beneficiary (or beneficiaries) is depen- 
cent at the time of judgment or at the 
time the insured becomes insolvent. 


Suppose I cite an actual instance 
which might bring out this point a little 
more clearly. It pertains to a case 
which recently came to my attention. 
A Pennsylvanian, whom we _ shall 
designate as “Mr. X,” had a dependent 
sister who lived with him for several 
years and his insurance was payable 
to her by name. When the depression 
of 1932 came along and he found con- 
ditions rather difficult, his sister de- 
cided that she would lighten his bur- 
den somewhat by going to live with 
another brother. At the time of her 
departure from X’s home, the other 
brother took over the responsibility of 
caring for the sister, although it was 
the definite intention that she should 
go back to X, who would again assume 
the responsibilty of her care when con- 
ditions returned to normal. 

Matters got worse instead of better 
and X was finally forced into the 
hands of creditors. At the time of go- 
ing into the hands of creditors, the 
sister was being cared for by the other 
brother; therefore, she was not at that 
time a dependent of X. Consequently, 
the cash values of his policies were at- 
tachable, even though the policies them- 
selves were still payable to the said 
sister as beneficiary. Had X_ been 
forced into the hands of creditors while 
the sister was actually and at the time 
dependent upon him—the cash value 
of his policies would not have been at- 
tachable due to the fact that she was 
the beneficiary thereof. 

Had X’s policies been payable to 
his sister without the rights on the part 
of X to change the beneficiary or 
without the right to borrow against the 
respective policies, then in this event 
the cash equity of said policies could 
not have been attached by his creditors, 
regardless of whether his sister were 
dependent upon him or not. 

Some of the State laws pertaining 
to the attachability of life insurance 
values in event of the insured becom- 
ing insolvent or in event a judgment 
is secured against him are more lenient 
than the Pennsylvania law. 


In New Jersey, for example, broad- 
ly speaking, as long as an individual 
has his policies payable to a named 
beneficiary irrespective of whether the 
beneficiary is a dependent or not (and 
as long as the policies were taken out 
without the intention on the part of 
the insured to defraud creditors) the 
cash values of said policies are not at- 





“In addition to the physical exam- 

ination, all good insurance com- 

panies secure an inspection report 
upon the applicant.” 


tachable in event of bankruptcy. Broad- 
ly speaking the Delaware law is very 
much the same as the New Jersey law 
on this point. 

The comments which I have just 
made pertaining to the attachability of 
life insurance equities pertain to the 
insured himself while he is living. The 
next logical question which comes to 
your mind perhaps is—How about the 
proceeds of the life insurance policies 
in event of the death of the debtor? 
Are they attachable? Generally speak- 
ing, this question can be answered as 
follows: 

If the insured’s policies are payable 
to the insured’s estate, the proceeds, 
of course, are attachable; if the in- 
sured’s policies are payable to named 
beneficiaries, then, generally speaking, 
the proceeds in event of the death of 
the insured are not attachable for the 
debts of the insured. 

How about the attachability from 
the beneficiary’s standpoint if the bene- 
ficiary is insolvent, will be your next 
question. 

If the beneficiaries (or beneficiary) 
of the insured’s policies are insolvent 
at the time that the insured’s policies 
become payable to said beneficiaries or 
beneficiary, the proceeds may or may 
not be attachable depending upon the 
circumstances and facts which bear 
upon each individual case and depend- 
ing upon the particular State con- 
cerned. 

In some States, if the beneficiary has 
the right to receive the money in a 
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lump sum or if the policy is so worded 
as to presume lump sum payment to 
the named beneficiary, then the credi- 
tors of the beneficiary could probably 
attach the proceeds of said beneficiary 
if insolvent. A recent Pennsylvania 
Supreme Court decision pertaining to 
a situation of this very nature places 
Pennsylvania as one of the most liberal 
of all the States in this connection 
(Provident Trust Co. vs Rothman 
(1936) 183 A. 793). 

I shall explain the facts of this case 
very briefly: 

An insured died and the insurance 
company drew a check for the proceeds 
to the insured’s wife who was the 
named beneficiary and forwarded said 
lump sum settlement to her. The bene- 
ficiary returned the check uncashed to 
the insurance company asking that they 
place the proceeds under one of the 
policy options, which option was to 
provide her with an income for life 
on a monthly instalment basis. The 
beneficiary was insolvent and_ the 
creditors endeavored to attach the pro- 
ceeds but the court ruled against the 
creditors. Whether or not this decision 
will always hold good, of course, is 
difficult to predict. It is indeed a most 
liberal one irom the standpoint of the 
beneficiary. Had the insured himself 
made such an arrangement, there could 
be no question about it. As already 
indicated, some of the States are not 
as liberal as Pennsylvania on a point of 
this nature. 

Before we leave the question of 
personal credit, suppose you were the 
credit manager of a bank and I came 
to you for an individual loan; you 
would, in most cases ask me about 
my life insurance holdings; you would 
ask me for a detailed statement of my 
assets and liabilities; and based upon 
the actual instances which have come 
to my attention for the past several 
years, you would more than likely re- 
quire me to procure a life insurance 
policy (if I did not already have one 
which could be assigned to you) and 
you would require me to assign the 
policy to you. 

If you decided favorably upon the 
granting of the loan to me on my in- 
dividual credit standing with your 
bank, obviously I would be solvent at 
the time, otherwise the loan would 
not be granted. If you required me 
to assign a life insurance policy to you 
and if I maintained that policy in full 
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Are you protected? 


If you are counting upon life 
insurance as an asset upon 
which you have granted credit. 
are you sure you are pro- 
tected? Mr. Smith points out 
just what must be done to as- . 
sure such protection. The legal 
form of assignment of life 
insurance policies is here cov- 
ered by the author. 





force and effect, you would be pro- 
tected in event of my death by reason 
of the fact that the insurance proceeds 
would be payable to you to liquidate 
the debt. 

If your Board of Directors charged 
you with the responsibility of making 
good on loans and to see that those 
loans were properly taken care of dur- 
ing their existence—you would watch 
over this insurance policy of mine just 
as you would watch over a fire insur- 
ance policy on a property on which 
you had a mortgage loan. You would 
make it your business to see that I kept 
this policy in full force and effect, just 
as you would see to it that the fire in- 
surance policy is kept in full force and 
effect on the property on which you 
had a mortgage loan. 

The fact that this insurance policy 
was assigned to you (or your bank) 
while I was solvent would eliminate 
any hazard with respect to whether or 
not this policy would be attachable by 
other creditors in event of my future 
insolvency before the loan to you is 
liquidated. 


There is another very important 
point in the life insurance picture, 
which deals with the question of as- 
signments. The knowledge concerning 
assignments is a very important one to 
the credit manager. Suppose, there- 
fore, we touch upon this before going 
further. 

There are two types of assignments: 
absolute and collateral. The proper 
kind and type of assignment to use in 
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any given situation is an important 
item from the creditor’s standpoint as 
well as from the debtor’s standpoint. 

An absolute assignment is an assign- 
ment that, as the terms indicate, is 
absolute. If this assignment is exe- 
cuted while the insured is solvent, the 
assignee has all rights, powers and 
ownership of the policy from the time 
the assignment is executed. ‘The in- 
sured no longer has any vested rights 
therein. The assignee can surrender 
the policy or do anything with it 
which he pleases and the insured has 
nothing whatsoever to say about any 
action taken by the assignee. 

A collateral loan assignment is an 
assignment whereby the assignee is 
given a vested interest in the policy 
up to the amount of the assignee’s in- 
terest therein. Let me illustrate: Sup- 
pose I owe Mr. Robertson $25,000 
and suppose I have a $50,000 policy. 
I can give Mr. Robertson a collateral 
loan assignment of this $50,000 policy 
and in event of my death (if the as- 
signment is properly executed and if 
I have executed the assignment while 
solvent) Mr. Robertson will present 
his claim to the insurance company for 
the $25,000 or for the net balance due 
him at the time of my death (the 
$25,000 debt may have been decreased 
by partial payments from time to time 
—or the $25,000 debt may have in- 
creased by reason of the fact that I 
failed to pay interest when due—or I 
may have actually increased my in- 
debtedness prior to my death) and 
upon the presentation of an afhdavit 
to the insurance company as to how 
much I owe him, the insurance com- 
pany will make payment to Mr. 
Robertson from the policy proceeds the 
amount of said figures set forth in his 
affidavit and the balance of the pro- 
ceeds will go to my beneficiary of 
record (other than the assignee) if 
there be one (and generally speaking 
there should be one so provided, espe- 
cially if the individual is interested in 
saving taxes on this part of the pro- 
ceeds). If there be no beneficiary of 
record, then the balance of the pro- 
ceeds will be paid to my estate. 

Let us suppose that the debt ex- 
ceeds the total amount of proceeds of 
my policy at the time of my death. 
In this event, the insurance company 
will pay the full amount of the pro- 
ceeds to Mr. Robertson and there 
would be no balance payable to any 
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beneficiary of record or to my estate. 
In most instances, the collateral loan 
assignment gives the assignee the right 
to surrender the policy for cash, but 
in case the assignee decides to exer- 
cise this right, generally speaking, the 
insured would be notified of this con- 
templated action before the actual sur- 
render is made, and the insured in turn 
then has the opportunity of protesting 
the surrender of the policy, if there be 
good and sufficient reason for not al- 
lowing the policy to be surrendered. 

If as credit manager, therefore, you 
are interested in having absolute con- 
trol of a policy including the right to 
do anything with the policy which you 
see fit to do, you will obviously insist 
on an absolute assignment; on the 
other hand, if you are interested in 
retaining to the debtor a certain de- 
gree of safeguard, you will then be 
satisfied, of course, with the collateral 
loan assignment. Speaking from the 
debtor’s standpoint, if the credit man- 
ager insisted on an absolute assign- 
ment, I personally would see to it that 
the policy which I assigned to him was 
for an amount which would be no 
greater than the maximum debt which 
I would owe him; whereas, if he were 
willing to take a collateral loan assign- 
ment, I would be less hesitant about 
assigning a much larger policy to him 
because I would know that any residue 
after the liquidation of the debt would 
be payable to my beneficiary of record. 

Many life insurance policies, espe- 
cially those prior to 1932 included dis- 
ability benefits. Under the disability 
benefits, a monthly income is payable 
to the insured in event of his disability. 
If the insured wishes to reserve this 
disability income to himself (if he be- 
comes disabled) it is very important 
that this point be definitely stated in 
the assignment at the time that the 
assignment is made. In the event the 
insured assigns his policy without any 
exceptions with respect to the disabil- 
ity income—in event the insured be- 
comes disabled, the benefits of the dis- 
ability provision will be payable to 
the assignee. 

Many times it is important to take 
up the question of dividends at the 
time of making the assignment. If the 
dividends are to be used to reduce 
future premiums as they fall due, or 
if there are dividend accumulations 
standing to the credit of the policy, it 
is a wise idea to have the company 





“The more the credit manager knows about the various types of life 
insurance, the more he will know about the individual and the more 
useful that information will be.” 


know just exactly what is to happen 
to the dividends at the time of pre- 
paring the assignment paper in order 
that there will be no hitch in this con- 
nection. As you all know, dividends, 
although not guaranteed, are payable 
by all good mutual companies. Under 
non-participating policies, it is, of 
course, not necessary to consider the 
dividend factor because there are no 
dividends to the policyholder. 

The proper type of assignment and 
the preparation of the assignment 
paper itself and the points to be cov- 
ered therein, are, therefore, important 
from the credit manager’s standpoint 
and from the debtor’s standpoint as 
well. The proper counsel and advice, 
together with the clarification of all 
points pertaining to the assignment, 


will definitely preclude any possible 
misunderstanding and will help main- 
tain a cordial and friendly relationship. 

Thus far, I have been dealing with 
“personal credit” and under this head- 
ing I have discussed the attachability 
of life insurance values in event of 
insolvency and the question of assign- 
ments. These two items are just as 
important in dealing with “business 
credit” as with “personal credit.” 
However, having explained these items 
in detail under the heading of per- 
sonal credit, it will only be necessary 
to mention them and to point out any 
contrasting differences as we take up 
the four sub-divisions of business 
credit. 


Ep1tor’s Note: In the June issue Mr. Smith 
will discuss the problems of life insurance as 
they apply to the appraisal of credits in trans- 
actions with business firms and corporations. 





CREDIT and FINANCIAL MANAGEMENT . 


2 . . e e . 


ll ° e * e o 2 7 


MAY, 1938 











Business in 


“Plunderland” 


by W. ROY HENNIE, Member of Law, Legislative and 


Prosecution Committee, National Federation of Textiles, Inc. 


objective in mind of pointing out 

to business executives, especially 

credit men, the additional dangers 
of credit extension, beyond that of 
properly analyzing a financial state- 
ment. 

The case under discussion has been 
put in story form for interesting read- 
ing but the happenings are actual as 
supported by records in the United 
States District Court. 

Several years ago, a group of in- 
dividuals from Montreal, came to New 
York city to contact certain New York 
characters who could be induced to play 
a part in a scheme whereby in a very 
short time a considerable amount of 
merchandise could be obtained on a 
credit basis. 

Practically all of the individuals in- 
volved in this scheme, had had previous 
entanglements with the Law. There- 
fore, it was necessary to engage the 
services of a “Front Man” to manage 
the proposed racket. After consider- 
ing a number of prospects, they select- 
ed a man who for the purpose of this 
article we shall call Mr. Leaf, a resi- 
dent of Canada. His reputation, as far 
as the racketeers were concerned, ful- 
filled all the requirements, particularly 
since he had yet to meet a judge for 
the first time. 

The racketeers gave Leaf approxi- 
mately $3000.00 in cash with instruc- 
tions to immediately deposit the same 
in order to cover the cash item listed 
in his financial statement. This action 
was their first mistake. 

In the short space of two weeks, 
Leaf canvassed many of the large tex- 
tile houses, but careful checking on the 
part of credit executives reduced the 
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amount of merchandise he eventually 
obtained on credit to a minimum. Con- 
sequently, Mr. Leaf did not make the 
killing he and his associates felt would 
result in his canvass of the various 
houses. When he found, to use the 
slang expression, “that the.takings were 
limited” he disposed of the merchan- 
dise he had received on credit at prices 
far below market value, he drew the 
$3000.00 out of the bank and van- 
ished. In other words, he not only de- 
frauded the houses which had extended 
him credit but disappeared with the 
money given to him by his associates. 

The originators of this racket, de- 
termined not to be caught napping a 
second time, nominated one of the 
racketeers to personally operate in New 
York city. As a result, the firm of 
Philip Silver, 595 Broadway, was cre- 
ated in the Summer of 1933. In Au- 
gust, 1933, Silver who had set himself 
up as a jobber of dry goods, issued a 
financial statement setting forth a net 
worth of approximately ten thousand 
dollars. 

Less than two months later, he ab- 
sconded, leaving debts of approximate- 
ly twenty-five thousand dollars for 
merchandise received. Strange to say, 
the Fraud Prevention Department of 
the National Association of Credit 
Men was unable to locate any creditor 
or representative who had actually met 
Mr. Silver. 

After considerable investigation cov- 
ering more than three years, in connec- 
tion with which the Fraud Prevention 
Unit played an important part, infor- 
mation was finally disclosed indicating 
that the business known as “Philip Sil- 
ver” was actually operated by the same 
group who had been defrauded by Mr. 





Leaf in their first attempt to operate 
this racket in New York city. 

The investigation also developed th- 
fact that one, Philip S. Rubin, a forme: 
resident of Canada, had arranged with 
a fellow-conspirator to bring on from 
Montreal a “front Man” whose activi- 
ties could be easily checked. In the 
scheme, he was joined by Nat B. Zim- 
mer, Jack Dorgin, Isaac Nacht, Milton 
Sacksman and three others, the names 
of whom will not be set forth herein 
due to the fact that at the present time 
they are classified as fugitives from jus- 
tice, having been indicted on charges 
of violating the Mail Fraud Statute by 
the Federal Grand Jury for the South- 
ern District of New York. 

The first step used by this group in 
lining up victims, was to secure a Buyers 
Directory and select therefrom the 
names of firms from whom purchases 
could be made. No particular line in 
the textile field was spared. 

As hereinbefore stated, the investiga- 
tion to develop this data covered a pe- 
riod of several years, although finally 
sufficient information was obtained, 
through the apprehension of one of the 
conspirators, to warrant bringing the 
matter to the attention of the United 
States Attorney. On September 11, 
1935, nine individuals, among them 
being the five mentioned above, were 
indicted on charges of using the mails 
in a scheme to defraud, as well as 
charges of conspiring to conceal assets 
in violation of the National Bankruptcy 
Act. 

The next step to be followed, was 
to locate those for whom warrants of 
arrest had been issued. On December 
23, 1936, Nat B. Zimmer and Philip 
Rubin were taken into custody in their 
respective homes located in the Bronx. 
After several hours of questioning, dur- 
ing which both denied knowing one an- 
other, Rubin referred to Zimmer as a 
“horse monkey,” which according to 
race track language, means one who 
makes small bets on horse races. 


The following day, Jack Dorgin and 
Isaac Nacht were taken into custody 
and Milton Sacksman, when it became 
known others had been taken into cus- 
tody, voluntarily surrendered and of- 
fered his services as a witness for the 
prosecution. A sixth defendant was 
then located, but due to illness it was 
impossible to bring him to trial, al- 
though this procedure is expected with- 
in a short time. 





CREDIT and FINANCIAL MANAGEMENT ....... 


12 a OS: i ae MAY, 19338 








a 


ws Ot ot OO 


- = : Soe - se ll ll 


= 


wr YF fF 


w=. = t P 


yp & 


as 


The story which was unfolded when 
the principals were taken into custody, 
was to the effect that in order to put 
their scheme across, they realized that 
it was necessary to issue a suitable finan- 
cial statement, attractive enough to 
warrant the extension of credit, which 
they did, showing a net worth of ap- 
proximately eleven thousand dollars. 


Rubin and Zimmer who had a large 
acquaintance in the Trade were select- 
ed to induce Textile concerns to ship 
them merchandise on credit. _ Both 
these men realizing that they had lost 
money in their first venture through 
the disappearance of Mr. Leaf, insisted 
that Mr. Silver of Philip Silver pay 
them their share for such merchandise 
upon delivery. 

The indictment in this case alleged 
that the firm of Philip Silver was not, 
nor was it ever intended to be, an hon- 
est, reputable and going concern and 
that all involved knew that it was not 
financially responsible for any obliga- 
tions that would be incurred. 


On January 28, 1938, after a trial 
lasting approximately two weeks, Philip 
Rubin, Nat B. Zimmer, Jack Dorgin 
and Isaac Nacht were found guilty of 
using the mails in a scheme to defraud. 
This case was very carefully and ably 
presented to the Court by Assistant U. 
S. Attorney Curtis C. Shears. The 
same jury heard the confession of guilt 
made by Milton Sacksman, who kept 
his promise and aided the prosecution 
by appearing as a witness. Mr. Cohen, 
one of the individuals who was indicted, 
was acquitted. 


On January 31, 1938, the accused 
were brought before Federal Judge 
Clancy to be sentenced with the result 
Philip Rubin received a term of two 
vears; Nat Zimmer one year and a day; 
Jack Dorgin, who was characterized 
by Assistant Prosecutor Shears as the 
“fence” which made the operation of 
this gang possible, was sentenced to a 
vear and a day plus a $1000.00 fine 
with the proviso that the present sen- 
tence was to be suspended if the fine 
was paid within two weeks; Isaac 
Nacht, for whom the Jury recommend- 
ed leniency, was sentenced to prison for 
one month and fined $500.00 with the 
proviso that the present sentence would 
be suspended if the said fine was paid 
within two weeks. 


The Department is continuing its 
activities to locate the two missing de- 


_ 


fendants, and a third defendant is con- 
fined to his home through illness. In 
addition it is a well known fact that 
one of the defendants is now in Canada 
but under the existing laws he cannot 
be extradited to the United States for 
the crime for which he has been in- 
dicted. 

Unquestionably, the convictions ob- 
tained in this case, will act as a deter- 
rent to others located out of the juris- 
diction of the Court of the United 
States, who might have any ambition 
to try a similar operation in New York 
or any other large business center. 

It is easy to see from the facts 
brought out in this case, that the per- 
sonnel of a firm seeking credit should 
be very carefully investigated, because 
usually an unscrupulous business or- 


ganization such as the one described in 
this article makes certain that their fi- 
nancial statement will pass a hasty in- 
spection by a credit executive. For this 
reason, it becomes necessary to go below 
the surface of a financial statement and 
check the moral risks as well, in order 
to protect a credit risk. 

The work done by the men of the 
Fraud Prevention Unit of the National 
Credit Men’s Association in this par- 
ticular instance, has been so construc- 
tive that in citing this case, I cannot 
help but compliment Mr. Scully and 
his associates on the exceptionally fine 
cooperation they gave the Department 
of Justice and the office of Assistant 
U. S. Attorney Curtis C. Shears who 
carried this case to its successful con- 
clusion of prosecution and sentence. 


Automobile financing practices 


The Bureau of Business Research 
of the University of Illinois in its 

lu latest bulletin, No. 56, presents a 

study of the financial structures of 
automobile finance companies. These 
companies, which serve as intermediate 
financial institutions between the com- 
mercial banks and individual buyers, 
have come into existence and greatly 
increased in importance as a result of 
mass production of consumers’ goods 
and the changed attitude toward per- 
sonal short-term credit. 

The financial structure of the com- 
panies studied was analyzed both by 
periods of years: pre-depression, 1926- 
1929; depression, 1930-1932; post-de- 
pression, 1933-1936; and by number 
of states served: (1) those operating 
in one to four states, (2) those operat- 
ing in five to nineteen states, and (3) 
those operating in twenty or more 
states. The study was made by H. W. 
Huegy and A. H. Winakor, both of 
whom have contributed articles to re- 
cent issues of this magazine. 

The analysis showed that the asset 
structure was sufficiently flexible to ac- 
commodate itself readily to changes in 
business conditions, with little variation 
in the proportion of earning assets. Re- 
ceivables were the largest asset, and 
amounted to more than 80 per cent of 
total assets. Fixed assets were very 
small, less than 5 per cent of the total, 
and repossessions at no time amounted 
to 1 per cent of total assets. 

The major part of the liabilities was 
current. The most important net worth 


item was preferred stock, which was 
much larger than common stock. The 
high degree of flexibility found in the 
current liabilities, together with the 
similar condition noted for receivables, 
made it possible for the companies to 
adjust their financial structure easily to 
varying size requirements. 

Operating profit and net profit 
showed only slight variations through 
the period, because of the fact that 
other expenses rose almost as markedly 
as interest and other money costs de- 
clined. ‘The companies operating in 
twenty or more states were able to re- 
duce the proportion of gross income 
used for interest and other money costs 
much more than the companies operat- 
ing in fewer states. 

It was found that the companies 
operating in twenty or more states 
made the most rapid and complete ad- 
justments of their current liabilities to 
changing business conditions. Those 
operating in one to four states seem to 
have the most conservative borrowing 
policies at present. 

The largest proportion of owner in- 
vestment was found in the one to four 
state group, and the lowest in the 
twenty or more group. The most 
common proportion was $2 to $3 sup- 
plied by creditors for $1 by owners. 

The extremely liquid condition of 
the asset structure was shown by a turn- 
over of assets twice a year. The earn- 
ings of the companies showed stability, 
with no extraordinarily high profits 
and few deficits. 
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In talking over the questions 
raised by the base-stock method of 
ly inventory accounting, it is natural 

to assume that the reader of this 
magazine is fully aware of how vigor- 
ously this method has been urged upon 
business during recent years, and that 
he knows, at least in a general way, 
what the method means in the finan- 
cial statements. 

But there are one or two funda- 
mental points relating to the practical 
application of the method which are 
so essential as background to a clear 
understanding of the real issues in- 
volved that a few moments can well 
be spent on them. Reviewing these 
points should be of service in refresh- 
ing the reader’s mind as to the specific 
character of the base-stock proposal. 

For one thing, this proposal would 
require a procedure in the determina- 
tion of the inventory, and hence in 
the determination of net income, that 
is diametrically at odds with one of 
the chief conventions of practice. As 
everyone knows, in the case of inter- 
changeable merchandise, the inventory 
is very commonly assumed to consist 
of the goods most recently purchased 
or produced, and is valued at the cost 
of such goods or at market price of 
replacement, whichever is lower. 

This is only another way of saying, 
of course, that it is widely accepted 
practice to compute the cost of goods 
sold in the income account on the basis 
that the first goods acquired consti- 
tute the first goods sold, with a pre- 
cautionary allowance for any shrink- 
age of replacement cost below the cost 
of acquisition of goods remaining in 
the inventory. Such is the basis, at any 
rate, that is considered good practice 
in reporting operating results to the 
banks and other sources of credit and 
to the stockholders and the exchanges. 
And while an important alternative 
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the base-stock inventory 
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may exist for these purposes in some 
principle of averaging stocks and ac- 
quisition costs, this basis is mandatory 
in reporting profits for the tax return. 
It is required for taxation wherever 
the inventory consists of goods which, 
intermingled in operations, have lost 
their indentity with respect to specific 
evidences of purchase or production. 

That this manner of accounting for 
the inventory in the income account 
has the broad approval of the auditing 
profession goes without saying. In any 
case, the first-in-first-out basis of in- 
ventorying means that the expanded 
profit margins resulting from the sale 
of inventoried stock in a rising mar- 
ket, like the shrunken margins inci- 
dent to a falling market, are taken 
into the income account as of the years 
in which the swings in replacement 
cost take place. 

These expansions and contractions 
in profit margin, taking place under 
circumstances in which selling prices 
tend to follow replacement costs, and 
showing themselves in practical con- 
sonance with changes in the market 
value of the inventory, are sometimes 
given the deprecatory designation of 
“inventory gains and losses.” 

In contrast with this conventional 
accounting procedure, the base-stock 
proposal would have business men fig- 
ure a certain minimum portion of their 
inventories as if the goods on hand 
were those earliest acquired, and at a 
price that would not be endangered at 
an assumed low point for the price 
cycle. 

Such a procedure would of course 
tend to give a constant basic inventory 
factor. And the special “inventory 
gains” of a rising market resulting 
from measuring profits by the first-in- 
first-out formula, in the same way as 
“inventory losses” of a falling market, 
would be automatically cancelled in 
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the periodic accounting. In some in- 
stances this proposal, with the same 
objective in mind, has been stated in 
its obviously alternative terms; viz., 
that for a large proportion of their 
total turnover, business men should 
figure their cost of goods sold, and 
accordingly their gross margin of 
profit, with reference to current costs 
of replacement. 

Where circumstances seem to re- 
quire that the income statement be fig- 
ured along conventional lines consist- 
ent with tax rules, or with the report- 
ing policy of previous years, the con- 
tention is made that the final profits 
thus resulting should be made to con- 
form with the base-stock proposal by 
some appropriate supplementary ad- 
justment in the published statement. 

Although all three of these varia- 
tions in particular procedure essen- 
tially constitute applications of the 
base-stock principle of accounting, the 
first is best spoken of as the base-stock 
method as such, in which the emphasis 
is upon an unchanging investment in 
inventory; the second is known as the 
last-in-first-out procedure, with the 
emphasis upon the basis of measuring 
cost of goods sold; the third is com- 
monly referred to as the reserve pro- 
cedure, and emphasizes the correction 
required for inventory gains and losses 
in the conventional _first-in-first-out 
report. 

Another fundamental matter is con- 
cerned with the effect of the proposed 
accounting over the years, both as to 
the character of this effect and as to 
the possible significance of the amounts 
involved. 

It is clear that in base-stock ac- 
counting the effect would not be to 
change the showing of profit or loss 
over the life of the reporting organ- 
ization, but only to reallocate that 
profit or loss to the various years for 
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which the conventional report is pre- 
pared. But the change for particular 
years might be very significant, as in- 
dicated by the extent of the swings in 
the conventional valuation of the in- 
ventory. 

To choose an example at random, in 
1934 International Harvester Com- 
pany adjusted its Provision for Inven- 
tory Reserve by the amount of $3,- 
500,000.00, with a resulting profit for 
the year of $3,948,636.61. This addi- 
tion to the reserve reflected the in- 
crease in replacement cost of the basic 
inventory for the year. While in this 
instance the removal of the inventory 
increment did not have the effect of 
changing the gross operating margin 
of profit, it did have the same effect 
on net profit as if the increment had 
automatically been included in the cost 
of goods sold. 


In another case, that of Swift & 
Company, the current addition to the 
reserve for inventory price decline at 
times has been so great as to exceed 
in amount the net figure reported as 
profit. In the leather industry, for 


which it has been said base-stock ac- 


counting for the inventory would be 
helpful, up and down movements in 
the value of a relatively constant in- 
ventory have exceeded reported profit 
or loss by substantial amounts. The 
petroleum industry suffers from stag- 
gering fluctuations in the price of 
crude oil, which fluctuations may very 
easily exceed in amount any measure 
of normal profit. This becomes mani- 
fest when one understands that the 
investment in oil company inventories 
may reach proportions as high as 40% 
of net worth. 

But lest from these references the 
reader form an erroneous notion as 
to the nature of the industrials that 
have already made some application of 
the base-stock proposal, mention of 
other companies that have similarly 
altered their net income accounting 
might be of help, such as Procter & 
Gamble Company, Plymouth Cordage 
Company, Endicott Johnson Corpora- 
tion, together with leading organiza- 
tions in the copper and leather in- 
dustries. National Lead Company is 
of course one of the foremost pro- 
ponents of base-stock reporting. 

To say that such changes in the 
part the inventory should play: in re- 
flecting profits have been bewildering 
to the stockholders of companies that 


_ 


have substituted the proposed account- 
ing for standard practice puts the case 
very mildly. 

Changes of this character have been 
bad enough for readers of financial re- 
ports who are much more competent 
to analyze them than casual holders of 
equity securities, if one may judge 
from comments made by merchants 
and bankers, and from the published 
statistics of expert advisory services 
and the newspapers. But what adds 
bewilderment to bewilderment is the 
circumstance that no one basis of 
inventory accounting seems to be 
accepted by any one industry, with 
resulting loss of comparability in 
profit and loss reports from one com- 
pany to another. Then there is the 
further fact that where a number of 
concerns may favor the proposed 
change in inventory accounting as a 
general objective, very noticeable and 
confusing differences exist as to the 
precise manner of presenting operating 
results. 

The straw that breaks the camel’s 
back is the dual consideration that, in 
the face of more and more companies 
adopting the base-stock proposal, im- 
portant opinion is opposed to it, and 
the government does not, as already 
seen, permit the special accounting for 
purposes of the tax return. 

In reviewing the opinion! that is 
favorable to base-stock accounting, the 
brief space available makes it desir- 
able to compress this into two or three 
undeveloped basic propositions. 

One of these propositions is simply 
a restatement of a generally accepted 
limitation to which the typical annual 
report on net income is subject. It is 
this: that the current contribution to 
the long-run true net income of the 
going concern cannot be measured 
solely with reference to the events of 
the particular period, but may have 
to be adjusted to events of the fu- 
ture. This limitation leads to the use 
of certain reserves in anticipation of 
such future events, where they may 
have a present meaning to the going 
concern, and where the presumption 
that they will take place has the back- 


1 As may be found in the annual reports 
of such companies as International Har- 
vester Company, Swift & Company, Proc- 
ter & Gamble Company, Plymouth Cordage 
Company, a number of companies in the 
basic metal industries, and in writings on 
the subject by various authors. 


ing of reasonable experience on the 
part of business men. 

An illustration here would be a re- 
serve such as the reserve for obso- 
lescence or the reserve for self-insur- 
ance against loss from fire. In these 
cases the event has not happened in 
the usual accumulating sense of ac- 
crual bookkeeping —e. g., the accumu- 
lation of depreciation expense —, but 
the feeling is that the periodic income 
account should reflect it for the con- 
tinuing enterprise just as if it were 
an accomplished fact. 

A second proposition is apparent in 
base-stock opinion to the effect that in 
accounting practice this limitation to 
which the annual income report is sub- 
ject is not given the full logical inter- 
pretation that the facts of business 
operation demand. This does not imply 
that the periodic accounting can ever 
be made so good as to constitute a 
flawless expression of the current con- 


1 These sentences suggest two quotations 
that should be of interest in this connec- 
tion. The first is taken from a brief on 
base-stock accounting filed by certain ag- 
ricultural implement companies with the 
Treasury Department: 

What, then, is true iticome? True in- 
come over: the life of a business is abso- 
lute—the difference between receipts and 
expenses—but the allocation of a portion 
of the total income for a short period is 
not absolute, involving questions of judg- 
ment. At the same time, there is a general 
business conception of how and when profit 
accrues and of what constitutes the true 
operating profit during a given period, and 
it is believed that the income as thus con- 
ceived is the true operating income of the 
year for all practical purposes and the 
ultimate end to be arrived at—in fact, 
there can be no other standard. 

The other quotation is taken from Mr. 
Justice Brandeis’ dissenting opinion in 
Eisner v. Macomber (252 U. S. 189). 

. . . Until a business venture has been 
completely liquidated, it can never be de- 
termined with certainty whether there have 
been profits unless the returns have at least 
exceeded the capital originally invested. 
Business men dealing with the problem 
practically, fix necessarily periods and rules 
for determining whether there have been 
net profits—that is, income or gains. They 
protect themselves from being seriously 
misled by adopting a system of deprecia- 
tion charges and reserves. Then, they act 
upon their own determination whether 
profits have been made. Congress in legis- 
lating has wisely adopted their ‘practices 
as its own rules of action. 


a 
“By the Golden Gate in ‘38!” 
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tribution to final net income. For one 
thing, certain impulses leading to net 
income may have had their origin in 
other periods than the one covered by 
the particular profit and loss state- 
ment. Further, certain long-run costs 
of enterprising cannot practically be 
discounted to terms of the current 
report. 

Again, certain rhythmic offsetting 
ups and downs of customer demand 
incidental to the business cycle, which 
accumulate to a self-effacing conclu- 
sion like the seasons, cannot suitably 
be isolated in practical accounting. 
Nor, finally, by the very nature of 
business enterprising, can the losses of 
unforeseen industrial decay, or the 
gains of unforeseen growth, be put 
into acceptable present terms. But 
with these inevitable qualifications, the 
opinion is that something still remains 
to be done to put the accounting pe- 
riod on its own feet, and thus reduce 
to a better minimum the degree of in- 
terpretation required to read the typ- 
ical statement on operating results. 

It is understood that competent in- 
terpretation of mere accounting sta- 
tistics can never be rendered entirely 
unnecessary, but the inevitable margin 
of error in accounting should be re- 
duced to as little significance as the 
available clues make possible. 

One interpretation of operating 
facts which in this respect is allegedly 
neglected by accounting practice is 
that, to an important extent, the in- 
ventory of the continuing business can- 
not be sold without making immediate 
replacement. This means that inven- 
tory gains of the upswing are unavoid- 
ably tied up in stock at an increasingly 
higher price, only to be automatically 
absorbed by the losses of a falling mar- 
ket from which management cannot 
withdraw. 

Implicit in all that has been said in 
this connection is also the conten- 
tion that the ups and downs in the 
market valuation of the constantly 
replenished inventory are presumably 
offsetting over the years. Thus the in- 
ventory is, within limits, interpreted 
as strictly non-speculative in character. 
It is said to constitute an involuntary 
commitment as essential to the operat- 
ing establishment as the investment 
for shelter to house the inventory. 
Hence it is said that this commitment 
is not undertaken with any thought 
of enjoying as a going concern the 


benefits of a rise in price in the essen- 
tial inventory equipment, or of suf- 
fering from an unfavorable downward 
change in its value. 

Under this interpretation of the 
financial significance of the inventory, 
the basic quantities of stocks may of 
course move with the natural rise and 
fall of cyclical demand; but the pro- 
ponents of base-stock accounting 
would establish themselves at first on 
the more practical grounds of a cer- 
tain minimum content that would sup- 
posedly hold good throughout the 
cycle. 

The reasons for this essential in- 
ventory equipment that must be con- 
stantly maintained are given variously 
as follows: 


I. The necessity for merchandise display. 

2. The necessity for reserve stocks to 
meet customers’ requirements, varying in 
quantity, among other things, with time 
required for replenishment. 

3. The necessity for “threading the mill” 
or for filling process channels as a pre- 
requisite to turning out any product at all. 

4. The necessity for maintaining com- 
petitive position through maintaining avail- 
able stocks despite unfavorable marketing 
conditions. 


5. The necessity for stand-by stocks, the 
cost of being ready; somewhat related to 
inventories required to maintain nucleus 
organization. 


6. Sometimes the necessity for carrying 
alternative stocks in order to meet sudden 
changes in merchandising possibilities, as 
in the farm implement industry with its 
problem of crop failures. 

7. The occasional necessity for forward 
covering for stocks difficult to procure in 
quantities and qualities desired. 


The sense in which this interpreta- 
tion of inventory operations indicates 
a lack in standard accounting practice 
seems to be substantially as summed 
up in the following proposition: In 
order to make the annual income state- 
ment a more dependable clue to 
operating results, and in entire har- 
mony with the best procedure of ac- 
cepted principles of accounting, in- 
ventory gains should be removed as 
they arise, and should be left in re- 
serve to be later prorated against in- 
ventory losses. 

The argument here is simply that 
inventory gains and losses are mere 
inevitable, alternating, and_ self-can- 
celling aspects of unavoidable owner- 
ship, are merely incidental to going 
concern operations, and accordingly 
possess no independent _ statistical 





meaning in the periodic report. Tha: 
is, the inventory gain implies the in. 
evitable, loss, and is reported as ar. 
independent income datum only at the 
risk of misleading the reader whos: 
interest is naturally confined to indi 
cations of a positive change in operat- 
ing results. 

Here opinion especially mention: 
the interests of the investor, whose se 
curities carry the misleading quoted 
valuations of the speculative inter- 
preter of the income account; the in- 
terests of the creditor, who flourishes 
as the investor flourishes; the interests 
of the government, which must have 
its share of periodic return quite with- 
out regard to long run considerations ; 
and, indeed, the interests of manage- 
ment itself, which, thinking to rely 
on skilled interpretation of the con- 
ventional account, cannot well do 
without a straightforward statement in 
black and white of as close an approxi- 
mation of the right accounting as is 
possible. 

This entire philosophy is apparently 
based on the doctrine that accounting 
should not necessarily follow the 
course of literal events, but should 
rather seek for a broad financial in- 
terpretation of these events, with the 
emphasis upon their meaning to the 
continuing enterprise. And this doc- 
trine, as attested many times, extends 
to the avoidance of illusions of ‘“‘ac- 
tual” physical happenings, in favor of 
the hidden actualities of a financial 
character. 

This suggests, however, another ac- 
counting application of this same con- 
ception of an involuntary long com- 
mitment in inventory. It is said that, 
in a strictly financial sense, the in- 
ventory is thus a fixed property like a 
piece of machinery, and its economic 
content should in the same way have 
no effect on the measure of current 
operating results. Even if a permanent 
rise in inventory price is registered, the 
resulting gain is thought to be a cap- 
ital, and not an operating, gain — and 
even then is recognizable only to the 
extent that the inventory may be 
liquidated. 

At any rate, this view of the matter 
leaves the basic inventory a financial 
fixture from one accounting period to 
another, and in the resulting account- 
ing the inventory gains or losses are 
simply ignored, or these gains or losses 
are “automatically” removed. This 
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point has been noted earlier, with the 
further observation that the present 
view of the involuntary inventory em- 
phasizes the similarity of the inventory 
equipment to a capital asset, as con- 
trasted with the emphasis in the 
previous argument upon the corrective 
removal from the conventional report 
of inventory gains and losses. 

It is sometimes asked by those ad- 
vocating this capital asset concept why 
operating performance should be 
measured with reference to a price of 
acquisition that was paid with no 
thought of specific going price condi- 
tions as such, but in the same spirit 
with which other operating equipment 
was acquired at the same time. The 
character of this query suggests the 
effort made by enthusiasts for base- 
stock accounting to avoid the illusion 
of a change in mere physical identity 
of the inventory — as expressed by the 
familiar term “turnover”’— in the de- 
termination of financial results. 

It is still further argued, also as 
indicated earlier in this discussion, that 
the goods acquired for sale are the 
goods acquired concurrently with sales 
for the purpose of “replenishing” 
stocks; and hence that the proper basis 
for measuring the cost of goods sold in 
the income account is the cost of re- 
placing them.1 Such a basis of measur- 
ing the cost of goods sold, the theory 
runs, reflects a suitable financial in- 
terpretation of the facts of going con- 
cern operations, and furnishes better 
than any other basis a critical test of 
merchandising management. 

In this last connection it is pointed 
out that this basis is one which has 
always been employed by strictly 
operating men, notwithstanding the 
reporting procedure followed by com- 
pany accountants. Here, at any rate, 
the inventory is apparently ignored as 
a material datum in the computation 
of operating return, or is left as a mere 
inference with no bearing upon in- 
come accounting. And the attack upon 


‘In practical application this last-in- 
first-out variant of base-stock method might 
result in goods currently sold exceeding 
those currently purchased or produced. 
This would necessarily mean, of course, 
that sales were made out of inventory, and 
profits would have to be reported accord- 
ingly. On the other hand, where goods 
currently sold might be less than goods 
currently purchased or produced, the effect 
would be an addition to the inventory. At 
any rate, such an interpretation of these 
discrepancies has already been advocated. 


the whole problem of inventory gains 
and losses becomes a positive one of 
selecting an entirely new point of de- 
parture in measuring operation statistics. 

For inventories of the speculative 
variety, the rule goes hand in hand 
with the base-stock proposal that no 
change is warranted in the conven- 
tional first-in-first-out procedure of 
income measurement. Speculative in- 
ventories are of course those that are 
acquired for no other purpose than to 
benefit from a rise in price, and are 
accordingly bought or produced some 
time before they are needed for operat- 
ing uses, or are bought for the purpose 
of re-selling in the market of purchase. 

By “operating uses” is meant, as 
already suggested, something substan- 
tially more than meeting mere day-to- 
day requirements for production or 
sales. Opinion holds only to the de- 
sirability of differentiating stocks that 
are involuntarily associated with doing 
business at all (and hence are specu- 
lative only in the sense that the entire 
business is speculative) from current 
stocks which are over and above quan- 
tities needed to maintain the continued 
operating identity of the reporting 
establishment. 

All these opinions of course are con- 
cerned with the fundamental principle 
involved in the base-stock approach to 
the problem of income accounting. 
Supposedly they apply to all situations 
in which changes in the replacement 
value of basic inventories are com- 
municated to the income account 
through first-in-first-out accounting. 

There are, however, purely relative 
aspects of the base-stock inventory 
problem that should be mentioned. 
The degree of intensity with which 
the various kinds of inventory situa- 
tions require the correction in reported 
net income implied by base-stock ac- 
counting has been much discussed both 
by general writers and by companies 
that have altered their income ac- 
counting to conform with the base- 
stock proposal. 

The essential points here are that 
certain concerns are unavoidably 
handicapped by the necessity for carry- 
ing very large basic inventories, and 
that in some industrial lines the ampli- 
tude of price fluctuations in replace- 
ment cost of basic stocks is extremely 
great. That is to say, the inventory 
investment is very large in relation to 
total investment, and changes in 


prices have an important bearing upon 
operating results. Reference has al- 
ready been made to these points as they 
are exemplified in the oil industry. 

It is not, however, turnover of in- 
ventory in relation to sales that is the 
significant thing; but the relation of 
the inventory to the total capital re- 
quired to carry on normal operations 
and the relative amplitude of inven- 
tory price swings to which the in- 
dustry is subject. A rapid turnover 
situation might result in inventory 
gains or losses equally undesirable with 
gains and losses of a sluggish turnover. 

At all events, cases are repeatedly 
pointed out in which price swings in 
the inventory bear an important rela- 
tion to total investment and to normal 
profits, and hence are especially sen- 
sitive to whatever is logically falla- 
cious in the conventional reporting of 
inventory gains and losses. Net profits 
change from high levels to low levels, 
if not to serious losses suddenly. 

It is argued that such wide varia- 
tions in reported earnings traceable to 
price changes in operating equipment 
which cannot be disposed of are not 
only misleading to stockholders and to 
creditors., The reporting concerns are 
also placed in false relation to the gov- 
ernment that assesses for tax purposes 
as if each year were an entirely inde- 
pendent accounting entity. Although 
it is admitted that the taxing power 
must at times be applied arbitrarily, 
the point is urged that in certain fields 
of operation, faulty accounting for in- 
come results in serious tax inequities 
as between one taxpayer and another. 

Clear it is, of course, that a com- 
pany may unfortunately be forced by 
high inventory gains into heavy tax 
brackets. At the same time, if such a 
company suffers a marked shrinkage 
in earnings, or actually loses money, 
and in large part because of inventory 
losses, it finds itself in no position to 
get any tax relief whatever. With the 
removal of the provision for carrying 
forward net losses, it became bad 
enough for the taxpayer to show only 
very modest operating success, for the 
inevitable reverses of the cycle were 
thenceforth to bring with them no 
compensating relief.- 


(Next month this discussion of income 
accounting and the base-stock inventory 
will be concluded by Professor Walker.) 
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“By the Golden Gate in ’38!”’ 


Credit Congress: 


by D. I. BOSSCHART, General Chairman; Vice-Pres., 


N.A.C.M.;and President, Eng-Skell Co., San Francisco. 


ports and inquiries coming in daily 

from Credit Associations through- 

out the country, the 43rd annual 
Credit Congress slated to be held in 
San Francisco, June 5th to the 10th, 
gives every indication of being one of 
the most outstanding in the National 
Association’s history. 

Ideally situated for accommodations, 
beauty, romantic and historical back- 
ground, and new interests in our two 
majestic world famed bridges, and 
Treasure Island, San Francisco lends 
itself admirably as the host city to its 
sister Associations. 

The work of the General Commit- 
tee has been permeated from the start 
with one thought uppermost in its mind 
and that is we want you to come and 
when the curtain falls on Friday, we 
want you to say, “A trip well worth 
while from every standpoint.” 

The Congress will officially open on 
Monday morning June 6th, but for 
those who arrive on Sunday we have 
arranged for a variety of short, quick 
trips to points of interest, because who 
lives who hasn’t some point of personal 
interest in San Francisco, and who 
would pass up such an opportunity to 
satisfy that interest. 

What book lover wouldn’t like to 
stride through famed Portsmouth 
Square where the immortal Robert 
Louis Stevenson whiled away hours 
and dreamed of stories later written 
for our everlasting enjoyment? Fif- 
teen minutes will take you motoring 
over either of the two famed bridges 
and I can say, with impunity, that you 
will be awe struck with their immen- 
sity. 

Golden Gate Park needs no intro- 
duction and is something no one can 


yrs from the enthusiastic re- 
V 


afford to miss. Famed Chinatown 
rolls on in the same lumbering fashion 
as its great mother country, and the 
tinge of the Orient meets you at its 
entrance. Countless other points of 
interest will be open to all on Sunday. 
Monday morning will be greeting 
morning with the presentation of the 
gavel to National President Paul Fiel- 
den and the official business part of the 
43rd Credit Congress will be under 
way. Well known speakers are being 
engaged for the serious discussions but 
it is too early for us to give you actual 
times or days when each will appear. 
Suffice to say, we intend to have some 
internationally-known economic speak- 
ers, educators, bankers and business 
men on the program, together with our 
own inimitable personality, Henry H. 
Heimann, who can always be counted 
on to give us the message of the year. 
We shall from time to time send 
subsequent bulletins to the Secretary 
Managers, announcing the speakers. 
Monday evening will bring you the 
gala President’s Ball, and the Enter- 
tainment Committee has planned such 
an evening as to require the use of the 
entire facilities of the Palace Hotel’s 
Palm Court, Rose Room, and Concert 
Room. Unusual entertainment is 
planned, together with the talent of the 
San Francisco Light Opera Company. 
On Tuesday, while the men folks 
are at their business sessions, the ladies 
will gather for a trip to world famed 
Stanford University at Palo Alto, re- 
turning by scenic Skyline Boulevard, 
along the beach esplanade to Seal 
Rocks, a detailed tour of beautiful 
Golden Gate Park, down to quaint and 
historic Fisherman’s Wharf where light 
refreshments may be obtained—and 
then over the magnificent Golden Gate 


progress report 





Blank & Stoller 


Bridge to Marin County. 

Tuesday evening will be devoted to 
Division Dinners and a special tour of 
Chinatown at night will be conducted 
for those not attending the dinners. 

Wednesday will be a red letter day, 
with no business sessions, no long tire- 
some journey, but an opportunity to 
just have yourself taken for a glorious 
trip around San Francisco Bay. This 
day off will take you under and beyond 
the Golden Gate Bridge, and the San 
Francisco-Oakland Bay Bridge; stop 
off on the world’s largest man-made 
Island, known as Treasure Island— 
the site for the 1939 Golden Gate In- 
ternational Exposition — which is 
rapidly nearing completion; lunch will 
be served here and the trip will then 
continue on up the Bay through heau- 
tiful San Pablo Bay and the huge West 
Coast Navy Yard at Mare Island, if 
time permits. Everyone must go on 
this trip. 

Wednesday night will feature Zebra 
night for Zebras only, and will be high- 
lighted by a dinner and original enter- 
tainment which will make the most 
sour-faced Zebra Hee-Haw. 

Thursday will be devoted to Trade 
Group Conferences and up to date 
there have been thirty groups arranged 
for. Each has a definite program 
worked out and every credit man 
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should plan on attending one of these 
instructive sessions. 

Thursday night will find us again 
in the festive mood and again the com- 
mittee has extended itself to give you 
a floor show and dance of such propor- 
tions as to call for the use of the Co- 
lonial, Italian and Concert Room of 
the St. Francis Hotel. An elaborate 
show and special features have been ar- 
ranged, in addition to dancing to a fine 


dance orchestra. 

Friday, of course, is a big day, em- 
bracing the closing activities, election 
of officers, etc., and one packed with 
enthusiasm for the coming year’s work. 
We sincerely hope you will feel a little 
bit of sadness when the final curtain is 
rung down that such a fine week has 
come to an end. . 

Let us be your host “BY THE 
GOLDEN GATE IN ’38.” 


N. A. C. M. 
Officers: 
President 
Paul Fielden, 
(R.) and Vice- 
Presidents H. 
S. Collins- 
worth, L. J. 
Bradford and 
D.1.Bosschart. 


“It took typically Western hills and the brilliant blue of the Pacific to provide the peerless setting; it took 
Western enterprise to establish the undeniable need. And it was Western ingenuity and capital, rising to 


its own high-flung challenge, that built the Golden Gate Bridge. Everywhere it is said this is the world’s 
most magnificent structure, a fitting monument to Pacific progress and achievement.” 
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San Francisco yesterdays 


by R. V. HYER, San Francisco Examiner 


does not inquire too closely into 

the doings of its more remote an- 

cestors, a great city prefers to ad- 
vertise its present glories rather than 
its rowdy past. San Francisco, where 
the National Association of Credit 
Men will hold its 43rd annual Credit 
Congress, is no exception. And this, 
with due apologies to the usual pub- 
licity agencies, is a mistake; it robs the 
newcomer of the full, rich under- 
standing which should flavor the en- 
joyment of his visit. 

If you roll back the curtain of the 
years to the middle of the last century 
you will find incidents and conditions 
that are a record of the growing pains 
and adolescence in the life of metrop- 
olis. They are not mentioned in the 
official brochures. But a knowledge of 
them may add a bit of zest to the sight- 
seeing of those of you who go there. 

It was in 1847 that the straggling 
collection of frame shacks and tents 
named in honor of St. Francis first 
manifested a sort of civic awareness. 
It took the form of a real estate boom. 
The event—there was an auction sale 
of government-owned waterfront prop- 
erty—presents an astonishing picture 
which requires considerable mental 
agility to recreate. 

When you enter San Francisco, if 
you have arrived by train, it probably 
will be by way of the Ferry Building 
at the foot of Market Street. Very 
likely many of you will travel up 
Market about a mile to the Palace 
Hotel. Across Market from the hotel 
and angling north is Montgomery 
Street, which extends like a narrow, 
steep-walled canyon between the tow- 
ering buildings of the financial district 
until it rises abruptly at Telegraph Hill 
towards the monolith of Coit Tower. 
Between Montgomery and the Em- 
barcadero, the present waterfront, lies 
a teeming congested area of business 
and office structures, manufacturing 
plants, commission warehouses and 
markets. It is difhcult to conceive 


= Like many a fine old family which 
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now, but in 1847 that area was all un- 
der water and Montgomery Street was 
the “beach”—a muddy shoreline of 
tideflats. 

This was the property that was 
“knocked down” at auction. Sam 
Brannan, an enterprising Mormon who 
had arrived with San Francisco’s first 
printing press, wielded the hammer. 
The entire population of several hun- 
dred persons gathered for the event. 
They represented widely divergent and 
picturesque types—soldiers from the 
Presido garrison, bearded mountain 
men dressed like Indians in buckskins, 
hardy immigrant folk, a scattering of 
suave bold adventurers, richly ac- 
coutred Spanish Dons and their cabal- 
leros from the big nearby ranches. 
About half of the throng jeered good- 
naturedly at the optimists who thought 
there was any worth in the mire they 
were buying. But those acres, which 
were sold in “vara” lots, a Spanish 
measurement, were to achieve incredi- 
ble values within two years. 

Later in 1847 Brannan, himself, who 
evidently had a highly developed sense 
of the dramatic, started the boom. The 
Mormon printer was something of his 
community’s Winchell. He verified 
recurrent rumors that gold had been 
discovered in the not-distant mountains, 
leaped on a horse and galloped around 
the town waving sacks of dust and nug- 
gets and shouting, “Gold! Gold! 
Gold!” By 1849 the rush was in full 
swing. San Francisco bulged with a 
riotous motley population of 25,000 
people who paid fantastic prices for the 
barest of necessities and struggled to 
conduct their turbulent affairs in what 
the franker historians described as a 
“Venice of mud canals.” 

Imagine yourself back in that time. 
You are at Market and Kearny Streets, 
a block above Montgomery and oppo- 
site where the Hearst Building now 
stands. You have business which takes 
you out Kearny. It is the rainy season 
and there is no pavement. You pro- 
ceed north, using sidewalks haphazard- 


ly made from whatever has been handy 
such as old stoves, crates and boxes o/ 
spoiled foodstuffs, wrecked wagons and 
carts (there was one section of walk 
composed entirely of sieves for which 
some misguided merchant found no 
better market). At the intersections 
are morasses so deep it is almost worth 
your life to attempt a crossing. You 
pass Post, Sutter, Bush, Pine, Cali- 
fornia and Sacramento Streets. 

Then you arrive at Clay Street, 
where you see a sign and stop to roar 
with mirth. It reads: 


THIS STREET IMPASSABLE 
NOT EVEN JACKASSABLE 


Towards the east and bogged down 
in the shore mud are a couple of aban- 
doned brigs, the Euphemia and Apollo. 
One is a tavern, the other a jail. Be- 
yond them the waters of the bay are 
almost hidden beneath a forest of 
masts. Literally hundreds of sailing 
ships lie there, forsaken by their crews 
who have joined the wild stampede to 
the gold fields. Off to the right of 
the Euphemia and Apollo, as you face 
the bay, is a depression in the dunes 
and hummocks which partly conceals 
a festering little town within the town. 
This is roistering “Thieves Hollow,” 
a community of cutthroats and riff- 
raff from all nations... 

Kearny was the city’s “main stem” 
at that time. Along its muddy length 
were the principal hotels, gambling 
palaces, the stores, exchanges, saloons 
and the seats of a municipal govern- 
ment being modeled along the worst 
Tammany lines. West of Kearny the 
bald green hills were beginning to be 
cluttered with residences. From these 
eminences, still in that hectic year of 
1849, was witnessed San Francisco’s 
first great fire, a prophetic fore-runner 
of the terrible 1906 disaster. 

It started in Dennison’s Exchange, 
which occupied the present site of the 
Hall of Justice at Kearny and Wash- 
ington Streets, opposite a public square. 
The square originally was called 
“Portsmouth” for the first American 
warship to enter the harbor. It has 
since been changed to Stevenson Square 
in memory of Robert Louis Stevenson 
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to whom Kearny was the “Street of 
Adventurers.” 

Dennison’s was a rambling, one-story 
frame structure that burned like kin- 
dling. The fire spread swiftly and 
roared out of control along Kearny, de- 
stroying the Parker House, Jenny Lind 
Theater, the El Dorado, a gambling 
place, and a dozen other buildings. 
Sweating, begrimed firefighters—hun- 
dreds of volunteers joined the battle— 
tore down some of the structures, 
blasted others out of the flames’ path 
with gun powder and formed a bucket 
brigade a quarter of a mile long. Final- 
ly, as a last resort, they broke open 
huge casks of red wine and used that 
to augment the water supply! But 
their heroic efforts ended with San 
Francisco’s early-day downtown a 
smoking heap of ruins. 

In the years that have followed 
Kearny Street has retained more of its 
political than its commercial import- 
ance, although its lower blocks today 
are studded with fine stores and fair 
sized buildings. These occupy the 
blocks between Market and Bush 
Streets. In the next, between Bush and 
Pine, is No. 333 Kearny, which until 
recently contained a number of public 
offices including those of the Public 
Defender. In them, it might be in- 
teresting to recall, was conceived and 
plotted a few years ago one of the 
most shocking murders in the city’s 
history. Frank Egan, the Public De- 
fender then, used two paroled convicts 
to kill elderly Jessie Scott Hughs, who 
was Egan’s benefactress. Egan almost 
succeeded in making the murder appear 
a hit-run automobile accident. His 
motive was a double one—to collect 
insurance she had assigned to him, and 
to gett Mrs. Hughs out of the way be- 
fore she discovered that Egan had been 
robbing her. He is now in San Quen- 
tin Prison for life. 

Along this section of Kearny Street, 
between Bush and the Hall of Justice, 
are small, unimposing offices of real 
estate and insurance firms, bail bond 
companies, bars and the like. There 
has probably been more political skul- 
duggery hatched along here than any- 
where in the entire city. “Blind Chris” 
Buckley, the boss who ruled San 
Francisco like a czar for years, trans- 
acted his affairs from the back room 
of a Kearny Street saloon. At Clay 
ani Kearny, where that hilarious 
“jackassable” traffic sign once stood in 


the mud, you will see now a bail bond 
office labeled “McDonough Bros.” It 
is just a block from the Hall of Jus- 
tice. In the city’s recent civic un- 
pleasantness, the police graft investiga- 
tion (which official brochures also fail 
to mention) the McDonough head- 
quarters were termed the “fountain- 
head of corruption.” ‘The charges 
were based on what wire-tapping in- 
vestigators heard during months of 
listening-in on McDonough telephone 
conversations with brothel keepers, 
bookmakers and certain police officers. 
As this is written the McDonoughs 
and authorities are at grips in the 
courts. 


mendous suspension span from Fort 
Point in the Presidio (originally a 
Spanish military post and now the 
Army’s Ninth Corps Area Head- 
quarters) on the San Francisco side, to 
Lime Point on the Marin County 
shore to the north. The other is the 
San Francisco-Oakland Bay Bridge. It 
begins in the “south o’ Market” manu- 
facturing area, leaps the bay to Yerba 
Buena Island, tunnels through that, 
then extends over another stretch of 
water to Oakland. On the seaward 
side of Yerba Buena, incidentally, lies 
man-made Treasure Island, location of 
the 1939 Golden Gate International 
Exposition. 





Contrast! At the left is Grant Ave., principal street in the world’s largest 
Chinatown outside the Orient. At the right, Montgomery St., “Wall Street 


of the West.” 


Beyond the Hall of Justice, which 
you may visit if your gayety gets out 
of bounds, Kearny gets a bit on the 
tenderloin side with questionable hotels, 
Filipino poolhalls and a burlesque or 
so. Then it plunges into the North 
Beach area, the Latin Quarter which 
is redolent with the fragrance of gar- 
lic and the groans of the accordion. 
At this juncture, Columbus Avenue, 
stands the Sentinel Building. In there 
are the offices of Abe Reuf, for whom 
has been named one of the city’s most 
imposing graft scandals. San Fran- 
cisco may have scores of streets far 
more prepossessing than Kearny, but 
none so endowed with meaty _his- 
tory... 

No visitor to the city will miss its 
two great bridges. The Golden Gate 
Bridge is flung across the bay in a tre- 


Photos from Californians, Inc. 


The San Francisco approaches to 
both bridges are vast curving ramps 
hardly more than twenty minutes apart 
by motor. In i850 they were half a 
day apart and thereby hangs the story 
of a strange and _little-remembered 
conflict in the city’s history. 

The San Francisco-Oakland Bay 
Bridge approach cuts into the side of 
an elevation known as Rincon Hill, 
a favorite place in the early days for 
community picnics and celebrations. Ir 
1850 Theodore Shillaber, a wealthy 
resident who shrewdly capitalized on 
soaring land values, held Rincon under 
lease from the government. FEvent- 
ually he succeeded in developing his 
holdings, but not without recourse te 
the military. 

Shillaber was not the only one with 
an eye to land values. Hordes of un- 
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savory characters were overflowing the 
bounds of “Thieves Hollow” to grab 
property under what was known as 
“squatter law.” They simply moved 
onto a holding and refused to move 
off. “Squatter law” hit the big ranches 
first, then came into the city itself and 
Shillaber one morning found Rincon 
Hill in possession of a “Thieves Hol- 
low” contingent. He was helpless un- 
til he managed to convince the govern- 
ment it should do something, inas- 
much as it still owned the property. 
At dawn one day, sun glinting on 
equipment, a detachment of cavalry set 
out from the Presidio. The soldiers 
followed meandering roads that wan- 
dered over and around the dunes and 
arrived at Rincon about noon. While 
most of the population watched from 
below, the cavalrymen charged up the 
slopes, scattering the squatters in an 
almost comical rout, destroying their 
tents and shacks and saving Rincon for 


Shillaber. 
No longer ago than 1934 the hill 


was the scene of a far more violent 
and bloody battle, which was not in 
the least comic. San Francisco was in 
the throes of the waterfront riots that 
mushroomed into the great general 
strike of that year. In this engage- 
ment the Presidio soldiers remained at 
their post and long, thin lines of police 
were the storm troops. 

Riots had raged all day up and down 
the waterfront and adjacent streets 
as the strikers tried to halt the move- 
ment of cargo by truck and train to 
the ships at the docks. During the 
afternoon several hundred strikers were 
driven off the Embarcadero and up 
Rincon, where they made a “last 
stand.” The hill at that time was 
virtually covered with piles of material 
for construction of the bridge and 
much of the stuff was perfect for am- 
munition. Literally tons of it were 
hurled down at police until tear gas 
and pistol barrages made Rincon un- 
tenable. 

It was an amazing spectacle that 
day. The Embarcadero was stripped 
of its usual roaring torrent of traffic 
except for long, slow, carefully organ- 
ized lines of convoyed trucks. Police 
cars, sirens screaming portentiously, 
shot back and forth to debouch squads 
of blue-coated officers for attacks wher- 
ever strikers massed. The scene would 
be static for an instant, then explode 
into the sudden violence of a savage 
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clash spotted with the white puffs of 
gas grenades and shells and the faint 
spurt of pistol flame. But even that 
bitter fighting had its typical San 
Francisco touches. Thousands made a 
holiday of it to watch the conflict from 
the Ferry Building overpass and other 
such vantage points. The police ob- 
jective had been to drive the rioters 
completely off the Embarcadero. At 
about five in the afternoon this had 
been accomplished, at a cost of two 
dead and scores wounded. ‘Then a 
truce was called and strikers’ emis- 
saries asked if the men could return to 
their waterfront canteens to eat. This 
was permitted. By six o’clock the Em- 
barcadero was swarming again; the 
day ended like one of those Chinese 
battles that are called on account of 
rain... 

“Thieves Hollow” and the problems 
created by its unruly inhabitants pro- 
duced in San Francisco one of the most 
striking examples of orderly mob rule 
in American history. By 1851 the 
“Thieves Hollow” element had com- 
mitted so many flagrant robberies and 
homicides that the city’s conservative 
citizens, helpless to obtain legal redress 
because of crooked politicians, decided 
to take the law into their own hands. 
They organized San Francisco’s famed 
Vigilantes, whose sphere of activity 
again takes one back to the Kearny 
and Montgomery Street area. 

Vigilante sentiment was touched off 
on February 19, 1851, when two thugs 
robbed C. J. Jansen in his general store 
on Montgomery Street and beat him 


Californians 


nearly to death. Three days later a 
Vigilante call was issued. Overnight 
a regiment of grim men was organized, 
with William Coleman as their leader. 
The waterfront by then had been re- 
claimed to a little below Battery Street. 
The Vigilantes established headquar- 
ters in a building at Battery and Pine 
Streets, where they conducted their 
first trial while thousands of citizens, 
heartily in favor of the Vigilante move- 
ment and dangerously aroused, waited 
outside. Lynch temper nearly exploded 
when the jury disagreed on the guilt 
of one prisoner because of mistaken 
identity (the real culprit had a double). 
But the crisis was averted when Gen- 
enal Edward Baker, speaking from the 
balcony of the Vigilante Building, de- 
livered an oration of such humor that 
the crowd’s murderous mood dissolved. 

Shortly afterwards, however, the 
Vigilante building was the scene of the 
organization’s first execution. That 
was in June of 1851. Another fol- 
lowed in July. Then in August came 
two more. A waterfront derrick was 
used for these hangings. It stood oppo- 
site the Vigilante headquarters where 
Battery and Pine Streets enter Market. 
If you happen to pass that intersection, 
consider the picture—the bay coming 
up to a series of wooden piers there, 
windjammers riding at anchor, a huge 
silent throng lining the shore as two 
murderers dangle by their necks from 
nooses dropped over the arm of the big 
derrick boom... 

Except for times of actual war, San 
Francisco’s greatest displays of military 
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power occurred in 1856 when the 
Vigilantes twice paraded in force. 

Behind the first demonstration, 
which narrowly missed becoming a 
civil war, were two sensational kill- 
ings. 

In one of these the principals were 
Charles Cora, a dapper little gambler, 
and Billy Richardson, deputy United 
States Marshal. They were political 
cronies, but their friendship ended in 
a blast of gunfire one evening in a 
Montgomery Street doorway after an 
altercation that began in a _ nearby 
saloon. 

The second murder was that of 
James King, militant crusading editor 
who established The Bulletin to at- 
tack the city administration, chiefly 
Supervisor James Casey, editor of the 
Sunday Times. Casey ambushed King 
by stepping from behind an express 
wagon that stood on Montgomery near 
Washington street and firing without 
warning. 

Both men surrendered to escape 
Vigilante wrath and the entrenched 
politicians converted the jail into a 
veritable fort by commandeering can- 
non from two ships, the Coliah and 
Seabird, which lay at the Pacific Street 
wharf. A showdown was delayed be- 
cause King survived his wound for sev- 
eral days. He died on May 18 and 


immediately a huge banner was strung 
across Montgomery Street from The 
Bulletin office, only a few yards from 
the scene of the shooting, bearing the 
legend: 

“THE GREAT AND GOOD 
NOT 


IS DEAD. WHO WILL 
MOURN?” 
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King’s death was the signal for the 
Vigilante mobilization. A well drilled 
and formidably equipped army of 6,000 
men marched on the city jail, put the 
defenders to flight and took Cora and 
Casey without a struggle. The trials 
were held immediately in the new 
Vigilante headquarters, known as Fort 
Gunnybags, at about Sacramento and 
Front Streets, now in the heart of the 
teeming commission district. Cora and 
Casey were hanged from twin gallows 
erected outside second floor windows 
of the building while King’s funeral 
cortege was proceeding to the cemetery. 

Late in July of that year the 
Vigilantes formally disbanded, their 
work accomplished, with all the fan- 
fare of a conquering host and amid 
the wild cheers of the entire city. They 
marched through all the principal 
streets in full panoply, with bands and 
drum corps. The procession included 
four batteries of artillery numbering 
fifteen cannon, two companies of 
mounted dragoons with carbines and 
sabers, a medical corps of fifty doctors 
and nurses, the executive committee 
who governed and directed the Vigil- 
antes and the committee of original 
organizers, four regiments of fully- 
armed and equipped infantry and a 
huge float depicting Fort Gunnybags, 
where for a time the authority of both 
state and federal government had been 
defied ... 

It may be that your tours of San 
Francisco will take you to the Ocean 
Beach, several miles of esplanade front- 
ing the Pacific. This area lies at the 
seaward end of the city’s vast Golden 
Gate Park. If you follow it south you 
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come to Fleishhacker Zoo and Pool, 
then swing onto Skyline Boulevard 
where it skirts Lake Merced. At the 
near end of the lake, as you approach 
it in this manner, there occurred one 
of the most melodramatic incidents in 
San Francisco’s history. 

On a raw, foggy September morning 
in 1857, United States Senator David 
Broderick and State Supreme Court 
Justice David Terry met on the field 
of honor to settle their personal politi- 
cal feud with bullets. If you leave the 
road and walk to the lake shore where 
the duel was fought, you will find it a 
quiet spot, even now. ‘The hum and 
swish of passing machines are only 
faintly audible from the highway 
above. Occasionally an equestrian party 
may pass. And in September wild 
fowl are making the lake a resting 
place in their flights south. 

In this peaceful setting the two men 
and their attendants took their posi- 
tions on that morning—Broderick a 
powerful, thickset brooding Yankee of 
sober mein; Terry a tall, gaunt, tobac- 
co chewing and fiery tempered south- 
erner. They stood back to back, then 
marched to their positions, where they 
were to turn at the count of three and 
fire at will. Broderick shot first, and 
missed. ‘Terry looked at him a mo- 
ment, spat contemptuously, then took 
deliberate aim and sent a bullet into 
Broderick’s heart... 

There is no need to dwell here on 
the 1906 fire and earthquake. San 
Francisco took that in her stride. Nine 
years later she had built a new city 
over the ruins of that colossal tragedy 
and gave the world the 1915 Panama 
Pacific Exposition. ‘This was erected, 
amusingly enough, in a bayshore area 
known as “Cow Hollow,” now the 
smart residential district known as the 
Marina adjoining Yacht Harbor and 
the Presidio. One of the original build- 
ings, the magnificent Palace of Fine 
Arts, still stands just off the junction 
of Marina Boulevard and the Golden 
Gate Bridge approach. 
indoor tennis courts. 

But when you ride or stroll through 
the great central section of the city— 
the entire business and financial dis- 
tricts, colorful North Beach, fashion- 
able Nob Hill and Russian Hill—give 
a salute to the gallantry and courage 
of these westerners who have achieved 
the San Francisco of today from the 
terror and ruin of that great disaster. 


It houses now 
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Give San Francisco 


credit for that! 


mit, right now, that you have a 

reputation for being very suspicious 

fellows. I don’t feel that way 
about you myself. So far, I’ve liked 
every credit man I’ve ever met, but of 
course I’m just a little fellow on a 
salary who occasionally buys a washing 
machine or an automobile or a new 
davenport and my experience has been 
limited to genial, dapper young men 
who sat across a desk from me in little 
cubby-holes and wanted to know where 
I had accounts and how much I wanted 
to pay a month and finally okayed the 
purchase. 

But some of my best friends are small 
business men who occasionally in these 
last eight years have skated on thin ice 
and I gather from their remarks about 
_credit men that if there’s one substance 
you gentlemen dislike more than any- 
thing else, it’s thin ice. Your idea 
seems to be that the customer who 
skates on thin ice is sure to land in hot 
water, a paradox which I have finally 
succeeded in getting through my thick 
head. 

Having understood that, I finally 
reached the conclusion that the credit 
man is only unpopular among bad risks 
and that good risks almost always look 
upon him as a decent human being— 
until he starts sending their goods 
oo. DD. 

I don’t know how long there have 
been credit men in the business world 
but I have a hunch they’ve been there 
ever since the children of Israel were 
in the brick business in Egypt and were 
commanded by Pharaoh to make bricks 
without straw. Which was almost as 
difficult as it would be for modern busi- 
ness to make any profits without credit 
men today. 

Just the same, out where I live in 
San Francisco the credit man’s function 
is a fairly recent business gadget. We 
got along without credit men and a fine 
mess we made of it. I took up the 
subject with an dncient business man 


“ You credit men might as well ad- 
uu 


‘*The town is still willing to ‘match with destiny 


for beers’ or toss a couple of bridges across its 
famous bay. And visitors still describe it as 


‘different’ from any other city they know.”’ 


by MARSHALL MASLIN, The Call-Bulletin, San Francisco, Cal. 


of San Francisco the other day and 
asked him how he got along without a 
credit man in “the good old pioneer 
days”. He said they did the best they 
could. 

“You got to remember, young fel- 
low”, he said, “that times were differ- 
ent back in the last century. We had 
no installment buying those days. Shop- 
keepers didn’t wait ninety days, six 
months, twenty-four months, and three 
years for their money. Very few fami- 
lies bought anything until they had the 
money for it in their pockets. And if 
you were in the wholesale business, you 
didn’t know an awful lot about the 
people you had to deal with. They 
were new in the country and their 
faces were their credit. They'd come 
in and ask for a bill of goods and if you 
liked their looks you gave it to them, 
and if you didn’t, you didn’t. Some- 
times you got stuck and sometimes you 
made a fat profit. 

“You hear a lot about bankruptcies 
these days—you ought to hear some of 
the stories my father used to tell about 
business life in San Francisco back in 
the 50’s and 60’s. The average busi- 
nessman didn’t figure he’d cut his eye- 
teeth until he’d gone broke at least 
three times. I tell you business was a 


“By the Golden Gate in ‘38!1” 
June 5-10 
48rd Annual Credit Congress 


madhouse in those days and any modern 
credit man would have gone crazy in 
six months. ‘That’s what I tell my 
young fellows when they come to me 
with their sob stories.” 

I’m no business man but I began to 
understand what he meant as I dipped 
back into the business history of my San 
Francisco. It was a madhouse—a wild, 
exciting, adventurous, delirious extrava- 
ganza. . .But my ancient friend said it 
was a lot of fun, even without credit 
men. 

The old San Francisco was an un- 
stable town. In the beginning its water- 
front was Montgomery street which is 
at least half a mile up Market street 
from the Ferry. As the bay was filled 
in, San Francisco was treated to the 
most outrageous orgy of swindling and 
cheating and selling of city property at 
low prices. Even the Governor of the 
State at one time stood in on a deal to 
extend the edge of the city 600 feet 
into the bay and sell the new-made land 
for enough to pay off a state debt of 
$2,000,000. 

The town was flimsily built and 
burned down almost as fast as it was 
built up. The mercantile business was 
large and brisk but subject to tre- 
mendous fluctuations. A tremendous 
amount of merchandise was sent out on 
ventures and the risk and expense of 
keeping stocks on hand were so great 
that the town developed an auction sys- 
tem which lasted for many years. As 
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soon as a ship came in its cargo was 
sold at auction. If the articles hap- 
pened to be in great demand, great 
profits were made; if a similar cargo 
had come in recently, a great loss was 
just as likely. 


At one time in the 50’s five fast ships 
were plying between Boston and San 
Francisco bringing ice and apples. The 
first started with a cargo of apples and 
500 tons of ice, reached San Francisco 
with all the apples and less than half 
that amount of ice. But the ice sold 
immediately for 1214 cents a pound, 
the apples for $35 a barrel; and the 
profit was more than $40,000. 

Some San Francisco dudes used to 
send their washing all the way to China 
or the Hawaiian islands and wait 
months to get it back? 


And, by the way, not all the trading 
between San Francisco and the Atlantic 
Coast was exactly honest. A few 
slickers in the East who received orders 
for shipments of greatly needed goods 
would forestall their customers by send- 
ing the cargo on slow vessels—and 
then, on their own account, send the 
goods by faster sailing ships. 

The result of all this was to give a 
hectic air to San Francisco business. As 
one of the city’s historians, Theodore 
H. Hittell, has put it: 


“Everything went with a_ rush. 


Everybody had to be wide awake and 


The act and the 
There 
was no time for delay. To strike even 
rashly was better than not to strike at 
all. To hesitate was certain loss. It 
it true that in the course of time, as 
capital, credit and storage room in- 
creased, business became more method- 
ical-and regular, but most of the old 
push and rapidity of action remain.” 
The first constitution of the state 
forbade the granting of any charter for 
banking purposes or the creation or cir- 
culation of bank notes or any paper 
money whatever. Merchants did a 
banking business and even minted pri- 
vate gold coins. And when they lent, 
they charged high for the risk. In the 
early years the rate of interest was 10 
percent a month and twice that for 
short loans. Those old codgers would 
have thought the “boom boys” of our 
1920’s nothing but pikers. Historian 
Hubert Howe Bancroft made the same 
observation of them that Hittell did: 
“An independence and daring pre- 
vailed, which soared above petty hag- 


always on hand. 


gling and revelled in dashing operations 
and great projects, Partnerships and 
contracts were accepted on the spur of 
the moment. Prices were regulated by 
an elastic conscience, guided by a keen- 
ness sharpened with experience. Men 
preferred to speculate at great odds 
rather than endure irksome stagnation, 
and stoical as to immediate results, they 
were ever buoyed by the hope of a 
happy turn. They met the mockery of 
chance with cheerful energy and re- 
cuperative power, and if overwhelmed 
one moment by some sweeping financial 
crash or obliterating conflagration, they 
were on their feet the next, planning 
fresh undertakings, and constructing 
new buildings.” 





Permission 
granted 


Gentlemen: 

We should like very much to 
have your permission to reproduce 
the article entitled “Credit and Col- 
lection Psychology” appearing in 
the March issue of your magazine 
“Credit and Financial Manage- 
ment.” 

If you give your permission we 
should like to send copies of this 
article to approximately 100 of our 
credit and collection managers. 

Yours very truly 
INTERNATIONAL HARVESTER 
COMPANY 

By Maurice J. Swan 
Advertising Department 





What place was there in such a busi- 
ness life for a credit man? 

Business, of course, was closely tied 
to Eastern centers. Goods came west, 
around the Horn, across the peninsula, 
and finally over the plains by train. 
Gold dust poured out. And _ finally 
“Steamer Day” became a traditional 
part of San Francisco’s business life. 
Up to the opening of the transconti- 
nental railway in 1869 all mail came 
and went by mail-steamer. And their 
regular semi-monthly arrivals and de- 
partures were important events. At 
first on the fifth and twentieth of the 
month, and later on the first and fif- 


“By the Golden Gate in ‘38!” 
June 5-10 
48rd Annual Credit Congress 


teenth, it became the custom of mer- 
chants to make collections on the days 
before the sailings and these became 
known as “Steamer Days”. 

Much of the business of the city it- 
self and even inland towns was regu- 
lated by these dates. Unless otherwise 
agreed, it was understood that money 
borrowed or money owed on the sale 
of goods was due at that time; and a 
merchant was honor bound to be pre- 
pared on that day to make his pay- 
ments. If he didn’t he was dunned for 
it, and he was not to consider his com- 
mercial honor impugned. The effect 
of “Steamer Day” was to speed up 
transactions immeasurably and make 
quick decisions a characteristic of the 
town’s business life. Long after these 
semi-monthly sailings ceased to be im- 
portant, business payments continued 
to be made on the first and fifteenth in 
San Francisco and the phrase ‘“‘Steamer 
Day” was used until the Fire in 1906. 


Another custom continued until way 
into the 90’s. That was the habit of 
merchants in the inland valley towns to 
use their wholesale house in San Fran- 
cisco as their banker. They sent drafts 
to that house, along with a memoran- 
dum of obligations to other business- 
men in town. The drafts were cashed 
and a clerk went around town carrying 
a leather bag containing silver and gold 
making payments in behalf of the cus- 
tomer. Robberies were so rare that 
he never thought of carrying a gun; he 
took it for granted that no one would 
attack him. And yet, many of those 
young clerks probably passed Black 
Bart on the street, and did not know 
that the mild-mannered gentleman was 
actually the famous bandit of the hills 
who robbed the Wells Fargo treasure 
stages. 


But custom changes and San Fran- 
cisco is no longer a wild town out 
West far off on the edge of nowhere. 
Business methods in that city today are 
much the same as elsewhere with the 
exception that the natives still prefer 
hard money in their pockets to “folding 
money” in wallets. Much of the old 
spirit lives and the business gamble is 
a great temptation to San Franciscoans. 
The town is still willing to “match 
with destiny for beers” or toss a couple 
of bridges across its famous bay. And 
visitors to the old town still describe it 
as “different” from any other city they 
know. 


Give San Francisco credit for that! 
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Credit Congress 


group programs 


The splendid response from the chairmen of the various groups throughout 
the United States clearly indicates a keen interest in trade group activities and 
from the programs that have already been completed, virtually every major 
industry will be represented at the group meetings. E. M. Shapiro, California 
Packing Company, San Francisco is general chairman of the group sessions. 

Outstanding speakers have been selected by various groups, open forum 
discussions will be had by others, and every phase of credit will be under 


discussion. 


Many national organizations are arranging for conferences with 
their branch credit executives during the week of the convention. 


Group ses- 


sions have been scheduled for 11 a.m. on Thursday, June 9, and will last all day. 

From registrations received to date the group meetings should be well 
attended and we urge all credit executives to plan to participate in the activities 
of our Credit Congress in San Francisco, June 6 to 10, 1938. 


Meat Packers Group 


The preparatory work is organized 
under A. L. Jones, Armour Com- 
pany, Chicago, as chairman of the 
Meat Packers Group, and he will be 
ably assisted in the preparation of the 
program by two vice chairmen selected 
and both located in the San Francisco 
area, vis., F. W. Black of Swift & Co., 
and F. D. Rock of Armour and Com- 
pany. 

These vice chairmen are now en- 
gaged in working out a program, with 
the approval of Mr. Jones, and ten- 
tatively this contemplates going into 
session at Il am. on Thursday of 
Convention week, continuing until one 
p.m. when the group lunch will be 
served, possibly with a speaker; and 
immediately following the lunch, the 
group will resume its deliberations and 
continue on to the close of the after- 
noon. The tentative plan contemplates 
the selection of certain outstanding men 
in the industry, assigning to them or 
having them select subjects for presen- 
tation and discussion. This will en- 
able them to prepare papers to present 
to the Group Conference and there 
will be an open forum on each subject 
and also a quiz. 


It is planned to cover such sub- 
jects as: “Economic Situation Today,” 
“Live Stock Situation,” “Distinction 
Between Credit and Financing,” and 
others of interest to our particular in- 
dustry. 


All credit managers throughout the 
country connected with this group are 
urged to give the matter thought and 
to present any recommendation for sub- 
jects or problems to be presented and 
discussed to A. L. Jones, Chairman, 
in care of Armour and Company, Chi- 
cago, or to either Messrs. Black or 
Rock at San Francisco, depending upon 
the member’s location. 


Food Manufacturers and Allied 
Products Group 


This is to be a very active and in- 
teresting group meeting and should be 
particularly interesting to Eastern Food 
Manufacturers who distribute their 





W. J. Mott 


products on the West Coast. W. J. 
Mott, California & Hawaiian Sugar 
Refining Corporation, San Francisco, 
is the group chairman. An all day ses- 
sion is being planned with particular 
emphasis being placed on the manner 
in which the Robinson-Patman Act has 








E. M. Shapiro, California Packing Company, 
San Francisco, General Chairman of 
Trade Group Congress. 


effected the food industry, especially in 
connection with cash discounts. Plans 
are for a speaker who is exceptionally 
well versed on this subject, followed 
by a round table discussion. 

The subject of field warehousing and 
its effect on capital structure insofar 
as credit policies are concerned will 
also be discussed. 

Suggestions as to other subjects or 
problems confronting any member will 
be appreciated by the chairman well in 
advance so they may be taken into the 
program and preliminary study made 
before presenting them to the group. 

Valuable information as to East’s 
and West’s problems will be obtained 
from this meeting and each will leave 
with a better understanding as to how 
to work for the best interests of the 
industry. 


Machinery Manufacturers Group 
H. E. Kay, Credit Manager, In- 


dustrial Brownhoist Corporation, Bay 
City, Michigan, who is chairman of 
the Machinery Manufacturers Group, 
announces the following subjects will 
be taken up in roundtable discussions 
at the session of the credit men in the 
machinery trade at the San Francisco 
Congress. All credit men connected 
with firms who are manufacturers of 
Machinery, tools, or industrial equip- 
ment whose product is not covered by 
a specific group, are invited to attend 
this section of the Credit Congress. 
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The subjects Mr. Kay has designated 
for discussion are:—“Qualifications of 
a Real Credit Executive,” “Credit 
Policies,” “Collection Practice,” ““Mea- 
suring Credit Department Efficiency,” 
“Value of Active Interest in the Na- 
tional Association’s Work,” ‘General 
Subjects.” 


Jewelry Manufacturers and Jobbers 


At the time of going to press with 
the May issue of CrEDIT AND FINAN- 
CIAL MANAGEMENT it has not been 
determined who will serve as chair- 
man of the Jewelry Manufacturers 
and Jobbers Group session at the 
Credit Congress of Industry at San 
Francisco in June. A very effective 
program has been worked out by a 
number of credit executives in this par- 
ticular trade. Among the subjects to 
be discussed are “Fundamental Changes 
in Retail Jewelry Merchandising,” “In- 
stallment Selling,” ‘““Terms of Sale— 
Credit Limits,” ‘Chandler Bankruptcy 
Act as now Pending in the United 
States Senate,” “Financial and Operat- 
ing Statements—Their Relative Value,” 
“Credit Interchange Service to the 
Jewelry Industry—Discussion of the 
Possibility of Organizing Principal 
Markets, on a Worthwhile Basis,” 
“Adjustment Bureaus — Advantages 
Over Private Trusteeship in Handling 
Embarrassed Debtors.” 


Hardware Wholesalers 


Roy A. Fisher, chairman, Hardware 
Wholesalers Credit Group and secre- 
tary-treasurer, The ‘Thomson-Diggs 
Company, Sacramento, California, is 





Roy A. Fisher 


developing a program of great interest 
to credit executives in the wholesale 
hardware group which will gather in 
San Francisco on June 5 from all 
parts of the United States to attend 
the 43rd Annual Credit Congress of 
the National Association of ~ Credit 
Men. 


This Congress should be attended 


by everyone interested in credit grant- 
ing. In addition to the many educa- 
tional and interesting addresses now 
planned for the June Congress, will be 
the ““Trade Group Discussion of Mu- 
tual Problems.” 

At these trade group meetings, the 
credit man will have the opportunity 
of discussing with his fellowmen the 
problems peculiar to his own particular 
business—the problems he is confronted 
with every day. It is through this 
valuable medium of discussion that the 
answer or solution to many of these 
may be had. 

Those of the credit fraternity in the 
wholesale hardware and allied groups 
are urged to attend this Credit Con- 
gress on June 5 to 10. 


Petroleum Refiners Group 


One of the most active groups of 
recent annual Credit Congress meet- 
ings has been that of the Petroleum Re- 
finers. San Francisco will prove no 





H. E. Hartline 


E. R. Siler 


exception as advance commitments al- 
ready assure a very good attendance. 
All parts of the country will appar- 
ently be represented. 

The group will have as Co-chair- 
men H. E. Hartline of the Standard 
Oil Company of California and E. R. 
Siler, Socony-Vacuum Oil Company, 
Inc., St. Louis. 

Mr. Hartline, who has a national 
reputation among petroleum credit 
men, has immediate charge of the 
program and all local arrangements. 
His leadership assures a program of 
practical values to every attendant. 
Subjects and speakers are now being 
secured. 

Mr. Siler is chairman of the board 
of governors of the Petroleum Refiners 
Division, National Association of 
Credit Men, which group holds an an- 
nual three-day conference every Fall, 
and which acts as a voice of the Pe- 
troleum Credit Men throughout the 
year. The extension and expansion of 


the work of this organization is ex- 
pected to be discussed at the San 
Francisco meeting. 


Drug and Chemical Manufacturers 
and Wholesalers Group 


J. S. Ferns, Colgate-Palmolive-Peet 
Company, of Berkeley, California, will 
be chairman; T. B. Templeman, E. R. 
Squibb & Sons, San Francisco, Cali- 





J. S. Ferns 


fornia, vice chairman of this trades 
group when it meets as a part of the 
Credit Congress of Industry in San 
Francisco next June. Both Chairman 
Ferns and Vice Chairman Templeman 
are now at work on the program for 
this group which promises to be one 
of the largest groups ever held during 
the days set aside for Credit Congress 
sessions, 

Chairman Ferns said of the pre- 
liminary work of his committee, “Vice 
Chairmen are being selected for service 
in our trade from all sections of the 
country. These men can be relied 
upon to arrange an interesting pro- 
gram. With this coverage and with 
men attending vitally interested in 
credit work in the drug and chemical 
field we can look forward to the dis- 
cussion of many interesting problems to 
the benefit of those who attend.” 


Brewers and Beer Distributors 
Group - 


Dan Robinson, chairman of the 
Brewers and Beer Distributors Group, 





Dan Robinson 


has selected the following subjects as 
part of the program (Cont. on page 38) 
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Northern California business 


by RICHARD H. RODDA, Sacramento Bee, Sacramento, Cal. 


is almost synonymous with agri- 

culture, so important is this back- 

bone industry of the country radi- 
ating from San Francisco Bay. 

And crop failures, such as we some- 
times read of in other lands, are un- 
heard of in this rich empire with a 
versatility of products. Mining, whole- 
sale trade and manufacturing, follow- 
ing in importance, also have enjoyed 
many prosperous years. 

It is no wonder that the San 
Francisco-Oakland metropolitan area, 
through which the major portion of 
this production moves, stands in an en- 
viable postion in commercial, build- 
ing and trading activities. 

Were it not for the collapse of 
Pacific Coast shipping, due to labor 
strife and the withdrawal of service 
by important transportation lines, the 
outlook would be ideal. Civic leaders 
of all communities suffering are striv- 
ing to restore shipping to its former 
prominence. 

Notwithstanding this one blot on 
Northern California’s business map, 
general conditions are improving and 
from all indications will continue to 
improve for the next few years. 

Forty-eight of California’s wealthy 
counties are included in this central 
and northern section. The area ex- 
tends north from San Luis Obispo to 
the Oregon line. It embraces the 
Santa Clara, Salinas and Pajaro val- 
leys, the north coast counties known 
to many as the Redwood Empire, the 
Sacramento Valley (often termed the 
Golden Empire), the San Joaquin 
Valley, and the mining and lumbering 
counties in the Sierra Nevadas and 
Cascade Mountains. 

Based on recent assessments, the 
wealth of this domain is around $8,- 
000,000,000. 

The latest United States Census of 
Business places this district far above 
the national average. The per capita 
sales at retail were $357 or 37.3 per 
cent above the national average. The 


Hy soo in Northern California 
¥} 


purchasing power of the 3,145,171 
persons is said to be equivalent to 4,- 
318,320 “average” Americans. 

This healthy situation reached a 
peak a few months before the close of 
1937. Then, the so-called recession 
spread over the nation and it did not 
avoid Northern California. . 

Business fell off sharply, revived it- 
self for a few weeks during the holi- 
day season and then slumped back to 
where the recession left off. However, 
there are many things in the horizon 
which dispell any belief that condi- 
tions will continue as they have been. 

First, there is the Golden Gate In- 
ternational Exposition, all set for 
1939, when San Francisco will com- 
pete with New York in the staging of 
a world’s fair. Who cares if the re- 
cession continues? Didn’t Chicago 
stage a successful Century of Progress 
Exposition during the depression? 
Therefore, San Francisco, the “city 
that knows how,” is pushing ahead 
with plans for the biggest exposition 
the West has ever seen. 

Sponsors call it a “$50,000,000 
Western World’s Fair.” And they 
conservatively predict it will bring 
$400,000,000 of new money for Cal- 
ifornia, distributed as follows: food, 
31.5 per cent; refreshments, 6.7 per 
cent; lodging, 25.3 per cent; side trips 
and local transport, 7.5 per cent; gas, 
oil, auto expenses, 11.1 per cent; recre- 
ation, 5.3 per cent; clothing, 4.5 per 
cent; services, sundries, 3.9 per cent; 
camera supplies, developing, 2.2 per 
cent; and souvenirs, 2 per cent. 

Buildings on the site are being con- 
structed so as to present San Fran- 
cisco with a new $7,000,000 municipal 
airport as soon as the exposition closes. 
The most interesting feature about the 
fair is the site itself: a man-made is- 
land in the San Francisco Bay’ reached 
via the world’s largest bridge. It is 
known as Treasure Island. 

Another project getting under way 
this year, a lasting one, is the United 
States Bureau of Reclamation’s mam- 


mouth $170,000,000 Central Valley 
Project. The permanent benefits to 
agriculture and water conservation 
created by this undertaking are ex- 
pected to be reflected in the business, 
financial and industrial life of the 
state, particularly that part about 
which we are dealing. 

Briefly, the federal bureau plans to 
divert water from the well supplied 
watershed of The Sacramento River 
to the dry regions in the south inade- 
quately served by the San Joaquin 
River. Deserted farm lands in the San 
Joaquin Valley are expected to be re- 
stored. The project involves the con- 
struction of two huge dams, the Shasta 
Dam on the headwaters of the Sacra- 
mento and the Friant Dam on the 
San Joaquin. 

Besides conserving water, which 
will be transferred by a conduit to the 
San Joaquin Valley, the Shasta Dam 
will regulate the flow of the Sacra- 
mento, guaranteeing favorable naviga- 
tion conditions at all times and pro- 
tecting the valley from floods. It is 
expected also to solve the salinity 
problem in the delta regions. 


During the construction period, 
business and employment will be 
stimulated tremendously. Contracts 


for many phases of the work already 
have been started. Approximately 
$20,000,000 of appropriated money is 
available this year and representatives 
in Congress are seeking an additional 
$9,000,000 during the current session. 

The war department’s new West 
Coast defense plan is another factor, 
which, in effect, will guide the course 
of business during the months to 
come. The business life of Sacramento, 
the Capital City, already has enjoyed 
a blood transfusion by the work being 
done on the $7,000,000 air repair de- 
pot. It will be dedicated next No- 
vember according to present plans. 
The depot will be the repair head- 
quarters for all of the army planes 
serving the West. 

Next will come the $14,000,000 
base which the navy plans to establish 
in Alameda, across the bay from San 
Francisco. The federal government’s 
role in this anticipated business im- 
provement program is significant. But 
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there are many capitalists of the West 
who believe the normal growth of 
business and industry probably would 
maintain a good pace without these 
new influences. 

The volume of the wholesale trade 
in San Francisco, for instance, in 
1935, according to the United States 
Business Census, amounted to $1,- 
149,964,000. This surpassed _ the 
wholesale trade of any other Pacific 
Coast city. Jobbing and wholesale dis- 
tribution are so vital to San Francisco 
because of the fact most of the manu- 
factured articles come from the eastern 
centers, 2,000 to 3,000 miles away. 

It is the claim of the research de- 
partment of the San Francisco Cham- 
ber of Commerce that only four cities 
—New York, Chicago, Boston and 
Philadelphia —lead San Francisco in 
value of trade at wholesale. 

The retail volume of sales for the 
same year amounted to $298,371,000. 
This volume was reported by 10,251 
stores with 39,020 employes and an 
annual payroll totaling $43,541,000. 

As the home of the fourth largest 
bank in the nation, the Bank of Amer- 
ica National Trust and Savings Asso- 
ciation, San Francisco boasts the dis- 
tinction of being the financial center 
of the West with its Montgomery 
Street often referred to as the city’s 
“Wall Street.” Bank debits for 1937 
totaled $10,992,929,000, an increase 
of 4.2 per cent over 1936. 

Identified more closely with the 
early financial history of San Fran- 
cisco is the Anglo California Bank, a 
64-year-old institution, which during 
the past year had one of its most suc- 
cessful periods. As of December 31, 
1937, its resources totaled $234,376,- 
725 and its deposits, $207,518,596. 

The state government’s financial 
condition is improving according to a 
report by the state department of fi- 
nance at Sacramento. The revenues 
for the first six months of the 1937-38 
fiscal year, totaling $80,474,655.38, in- 
creased 25 per cent over those for the 
corresponding period for the previous 
year. 

The general fund cash deficiency as 
of December 31, 1937, was $24,645,- 
$36.99, which is $8,864,000 below the 
deficiency on this date in 1936. 

But there were two trends which 
tended to moderate this condition, 
namely: Sales tax receipts and other 
revenues reacting quickly to general 
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in lax installment selling 


(Probability of an account being repossessed or written off) Odds 


1. When terms were | year to 18 months 
2. When terms were over 18 months 
3. When there was no down payment 
4. When the contract (including add-ons) was $300 to $400 
5. When the contract (including add-ons) was $400 to $500 
6. When the contract (including add-ons) was over $500 
7. When the add-ons exceeded the amount of the original sale. . 
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business conditions began slackening 
and relief costs, due to unemployment, 
began mounting once again. 

Building activity, which has suffered 
considerably by the recession, has 
nevertheless made steady progress 
throughout Northern California in re- 
cent years. San Francisco’s 1937 vol- 
ume was ahead of 1936. Similar prog- 
ress is being made by nearly every city 
in the region. 

It is expected residential construc- 
tion will be quick to pick up to the 
early level of 1937 with the start of 
the new Federal Housing Administra- 
tion policy of insuring mortgages up 
to 90 per cent on houses costing $6,000 
or less. 

Bridge construction was the main 
building pursuit in San Francisco from 
1933 to 1937. The result is that the 
world’s largest bridges span the Golden 
Gate and the bay, linking the city with 
Marin County and with Oakland. 

The $77,000,000 San _ Francisco- 
Oakland Bay Bridge was completed for 
automobile traffic in November, 1936, 
while the $35,000,000 Golden Gate 
Bridge was dedicated in May, 1937. 
There is still much construction being 
done, as the former span is being pre- 
pared for the inauguration next No- 
vember of interurban electric railroad 
traffic on the lower deck. 

Postal receipts, a good yardstick for 
business conditions, have increased 
steadily since 1929 in San Francisco, 
Oakland, and Sacramento, the three 
major cities in the northern and central 
section. 

Probably the greatest factor in the 


history of San Francisco’s famed nat- 
ural harbor was the opening of the 
Panama Canal in 1914. This brought 
the city as close to the Atlantic Coast 
commercially almost as Chicago and 
Mississippi River points. 

But today a crisis is facing the in- 
dustry on the Pacific, particularly the 
intercoastal trade. In spite of this, 
however, San Francisco’s harbor ac- 
tivities have held their own in recent 
months, there being slight increases in 
the number of ships and tonnage of 
cargo. 

The total tonnage for 1937, how- 
ever, was slightly lower than that of 
1936. The statistics are: 1937, 31,- 
479,884 tons registered by 9,757 ships; 
1936, 31,531,440 tons by 9,997 ships. 

River traffic also has suffered—so 
much so that The River Lines discon- 
tinued its daily passenger service be- 
tween Sacramento and San Francisco 
for the Winter. This is the first time 
in the history of river navigation this 
has been necessary. Yet in the face 
of this downfall of water transporta- 
tion, California’s two inland water- 
ways have a hopeful future. A port 
for ocean-going vessels a few years ago 
was established at Stockton on the San 
Joaquin River. This port is consid- 
ered to be in the infant stages of its 
developments. 

Sacramento, the chief inland port on 
the river which bears its name, is now 
endeavoring to obtain federal aid for 
the construction of the state’s second 
deep-water channel. 

All kinds of treatments are being 
administered by the civic leaders and 


ee 
CREDIT and FINANCIAL MANAGEMENT .......29....... MAY, 1938 
a ES A LS LT 











shipping executives in an effort to bring 
back the once thriving intercoastal 
trade. The movement is centered at 
Washington, D. C., where congres- 
sional approval of ship subsidies for in- 
tercoastal cargoes is sought. 

It was the transfer of large freight 
and passenger steamers to the more 
profitable routes between the Atlantic 
Coast and South America that dealt 
the most severe blow to the Pacific 
Coast ports. This trade is more de- 
sirous because of the fact subsidies are 
granted. 

In other phases of transportation 
San Francisco has kept pace with the 
streamline era. The new City of San 
Francisco, largest streamlined train 
in the world, covers the distance from 
the coast to Chicago in thirty-nine 
and three-quarter hours. 

The Daylight Limited, another 
streamlined train, has shortened the 
travel time between the Golden Gate 
and Los Angeles. Pan-American Air- 
ways, Inc., made fifty trips across the 
Pacific to Honolulu and the Orient 
in 1937, with Alameda, a San Fran- 
cisco Bay city, as the starting point. 

In addition to this discouraging out- 
look for shipping, there is another sit- 
uation which has business leaders wor- 
ried. It is an overproduction of 
canned goods. Last season’s was the 
largest fruit and vegetable pack in the 
history of the state. According to the 
Canners’ League of California the 
pack was 37,516,983 cases, compared 
with 33,353,052 in 1936. By far the 
larger share of this was packed in 
Northern California. 

Everything was going along nicely 
until the recession started. The de- 
mand dropped suddenly and a large 
portion of the pack remains in the 
warehouses. Consequently, this year’s 
pack will be low. 

There is no indication, though, that 
the all time high wages paid the can- 
nery workers last year, will be re- 
duced. 

The farming industry as a whole 
is in pretty good shape. California 
growers last year received higher 
prices than for any year since 1930. 
For 1937 the index averaged 125 per 
cent of the pre-war level. 

With 79 per cent of the farm 
acreage in the northern and central 
sections, California led the nation in 
farm income in 1937 for 78 crops and 
13 livestock items combined. The in- 
come was $654,150,000, compared 





What about 
this problem? 


Gentlemen: 

I want to bring up for an airing 
what is undoubtedly an old problem. 

What to do with the customer who 
orders large quantities of goods so he 
can get the advantage of lower prices 
and then takes 60 days extra to pay the 
bill ? 

If he used his quantity discount to 
lower the resale price the problem 
would fall back into the lap of the 
Sales Manager, but he doesn’t use it 
that way. 

How many answers are there to this 
problem? 

Very truly yours, 
C. H. Feldt, Secretary, 
Smoot-Holman Company, 
Inglewood, California. 





with $612,750,000 for 1936. 

Modern times have made certain 
crops extremely popular. Take the grape 
industry; the repeal of the eighteenth 
amerdment marked the _ turning 
point in its career. Today Cal- 
ifornia has the largest wine producing 
sections in the country. They are all 
north of the Tehachippi Mountains, 
the dividing line between Northern 
and Southern California. 

The trend is illustrated in the value 
of grapes produced by Napa County 
for the last three years as follows: 
1937, $875,000; 1936, $312,000; and 
1935, $300,000. Many farmers are 
converting orehards into vineyards. 

Rapid strides also are being made 
by the sugar beet industry with the 
acreage and the value of the crop 
showing steady improvement. In the 
Sacramento Valley two immense sugar 
factories were opened within the last 
three years, one by the American 
Crystal Sugar Company and the other 
by the Spreckels Sugar Company. 

Other agricultural industries which 
have enjoyed continued prosperity over 
a period of years include dairying, 
livestock, field crops, barley, rice, 
wheat and oranges. 

Outstanding among Northern Cal- 
ifornia’s important mineral products is 
gold. Although the state itself is noted 
for its petroleum industry also, this 
product comes chiefly from Southern 
California. 





The gold production in 1937 
amounted to 1,164,400 ounces valued 
at $40,754,000. This is the largest 
for any year since 1883. The value 
was five times that of the 1929 pro- 
duction and as great as any since 1861. 
The increase over 1936 amounted to 
8.1 per cent in both quantity and 
value of production. 

Recently hydraulic mining was 
again legalized. The full effect of this 
legislation has not been felt; so the 
increasing output of gold no doubt 
will go on unabated. The government 
has appropriated money to build huge 
storage dams in the Sierra foothills to 
stop the debris caused by this form of 
mining. The dams will have the 
double purpose of stopping the normal 
silt caused by erosion as well as the 
debris. 

The below-the-surface mining is 
centered around Grass Valley and in 
the Mother Lode section at Jackson. 
There also is much activity by the 
gold dredging companies operating on 
the old beds of the American, Feather 
and Yuba rivers. 

The principal reason for this new 
impetus to the gold industry was the 
president’s gold devaluation program 
in 1933. The amount of gold in the 
dollar was reduced from 25.8 grains 
to 15.24. This increased the price of 
the metal from $20.67 an ounce 
to $35. 

The industry became more profit- 
able and immediately encouraged the 
mining companies to reopen many old 
abandoned shafts and tunnels which 
could not be mined before because of 
the high cost of production. Only the 
richer veins were being tapped up 
until 1933. 

Gold was discovered in California 
in 1848 by James Marshall. The story 
of the gold rush that followed is one 
of the most romantic episodes in the 
history of the state. Gold mining con- 
tinued at this feverish pace well into 
the fifties. Then came silver produc- 
tion, which overshadowed the gold 
industry in the sixties and seventies. 

But gold held its own and was pro- 
duced by the state steadily until it 
gained new life in 1933. 

Northern California’s business is 
very young. This part of the state is 
still a great frontier—its population 
is less than 4,000,000 while its area 
is almost twice that of England where 


37,000,000 people reside. 
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Oakland—’cross the bay 


Tidewater Associated Oil Co. photograph 


Oakland's strategic location on the shores of San 
Francisco Bay is shown in these photographs. The 
world-famed Oakland Bridge (above) connects San 
Francisco with Metropolitan Oakland. In the fore- 
ground (upper r. and r.) is Lake Merritt, the only tidal- 
lake within an American city, surrounded by homes, 
apartments and the Municipal Auditorium (lower r.). 
The University of California (below) is located in 
Berkeley, one of the cities of Metropolitan Oakland. 
This university is the largest in the world and has 
many famous men and women among its alumni. 
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Latin-American credit 


and collection survey 
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Collection conditions in twenty-one Latin-Amer- Credit conditions in twenty-one Latin-American 
ican countries at five different periods. The scale countries scaled on the basis of the credit condi- 
numbers are based on the percentage of reports of tion index figures which express mathematically 
prompt collections for each country in each survey the combined opinions of individual reports on 
(below). each country (above). 
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Uniform terms 


for like industry 


by B. LOTSPEICH, Credit Manager, 


H. J. dustin & Sons, Inc., Fort Worth, Texas 


In presenting the matter of uni- 
form terms for like industry, I am 

\y not too hopeful for the immediate 

success of the idea. My purpose 
is to start a thought. Through collec- 
tive thoughts and arguments may come, 
in time, a plan for the betterment of 
business. 

In advocating uniform terms, I 
think there is a need for closer coopera- 
tion between manufacturers, whole- 
salers and jobbers. After all, when 
sellers of goods, though competitors 
they may be, sell to the same merchant, 
they are in a measure partners in that 
merchant’s business. Why should they 
not band together in an effort to make 
business more profitable and agreeable ? 

If each trade had like terms, there 
would be less chance of bickering be- 
tween the buyer and the salesman re- 
garding length of terms and amount 
of discount. ‘There would be less 
terms chiseling. ‘There would be less 
inclination on the part of the merchant 
to tell the salesman that ‘John Doe’ 
allowed him 5%-60 days if ‘John 
Doe’s’ industry had adopted 5%-30 
days. Fewer orders would be sold on 
the strength of terms. There are some 
merchants whom we think of as ‘good 
customers’ who ask for special discount 
privileges on the grounds that other 
firms allow them terms concessions. 
Some merchants become angry and 
threaten the loss of their business if the 
demands are not met. 

If there were uniform terms, sales- 
men could sell on the basis of quality, 
service, style, etc., instead of competing 
on terms. 

As long as industries maintain varied 
terms, there will be arguments with 
Customers about changes in terms. - If 
the requests are met, it will mean a 
lesser profit to the seller, if denied, 


may mean a loss of customers in some 
cases. It is admitted that uniform 
terms may not entirely eliminate the 
terms chiseler but such a step would be 
in the direction of eliminating him. 

I contend that uniform terms would 
aid the merchant. ‘The object of terms 
is to induce payment within a given 
period. If a merchant must remember 
that payments are to be met within a 
given uniform period, it will have a 
tendency to make him watch his own 
collections more closely in order to 
have the necessary funds. A merchant 


who collects promptly will come nearer 
to making a success than the merchant 
who permits his collections to drag. 

In espousing uniform terms, my 
thought is that the campaign should 
be started through the National Asso- 
ciation Of Credit Men. I do not 
know of a better medium for an educa- 
tional drive. After interest has been 
aroused, opinions stated and sugges- 
tions made, if favorable, let those in- 
terested transfer the suggestions to 
their various trade organizations for 
perfection and adoption. It is believed 
each trade association could get its 
members to follow and that terms 
could be maintained through its code 
of ethics. 

Many of us found objectionable 
features in N. R. A. but it taught us 
there is strength in collectiveness. 
There should be a cooperative move- 
ment to curb terms chiseling. Like 
industry would profit by being partners 
in terms. 

The ideas expressed represent the 
ideas of the officers of my company 
and they are the outgrowth of many 
discussions among ourselves. H. J. 
Justin & Sons would welcome uniform 
terms for the shoe group. 


Age analysis values 


Ten values of age analysis of 

charge accounts are brought out in 

lu a booklet published by Household 

Finance Corporation and prepared 

by Dr. Clyde William Phelps of the 

University of Chattanooga. He states 
that they are: 

1. An age analysis record indicates 
how allowing accounts to become slow 
causes loss of business and loss of cus- 
tomers. 

2. The age analysis enables one to 
see more clearly the fact that there is 
a direct relationship between slowness 
of accounts and bad debt losses. 

3. The age analysis record makes it 
possible to discern the direct relation- 
ship between slowness of accounts and 
extra bookkeeping and collection costs. 

4. The age analysis record shows 
concretely the direct relationship be- 
tween slowness of accounts and extra 
interest costs. 

5. Age analysis reveals the propor- 
tion of frozen assets in accounts receiv- 


able. 


6. The age analysis may reveal the 
relationship between slow accounts and 
the failure to take full advantage of 
cash discounts and of profit-making op- 
portunities. 

7. The age analysis record will often 
reveal the relationship between carry- 
ing slow accounts and the necessity of 
borrowing from the bank. 

8. The aging of accounts receivable 
brings to light the relationship between 
slow accounts and the capital turnover 
and rate of. profit. 

9. The use of age analysis suggests 
how the reduction of his slow accounts 
may enable him to offer customers a 
better deal on quality, service or prices 
and thereby get more business. 

10. Age analysis is indispensable for 
measuring the actual cost of carrying 
slow accounts. 
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Thismonth’scollectors: 


Submitted for the approval of our readers 


by H. E. KAY, Credit Manager 
Industrial Brownhoist Corporation, Bay City, Mich. 





Subject: Past due account 
November 13th $485.00 
Gentlemen: 


We have written you three letters requesting settlement of your past due indebtedness 
and so far we have neither received a remittance nor a reply from you. 

Frankly, we admit that when we extended credit to you we expected you to be able to 
live up to our terms as it is our understanding that you have a good reputation for pay- 
ing your bills. This apparent indifference on your part to either take care of our account 
or pay any attention to our letters, certainly does not help your credit standing with us. 

We like to do business in a business-like way and dislike the idea of having to keep on 
reminding you of this unpaid balance, which is now nearly sixty days past due. Therefore, 
we once more ask you to send us your check for $485.00 immediately. 


Yours very truly, 








Subject: Past due account 
Gentlemen: July to September $625.99 


If there is any kind of mail a person or firm does not like to receive, it is usually a letter 
about an account that has become past due. We realize that. Yet the only reasonable course 
we can pursue is to write you again about the balance owing on your account, part of which 
is considerably past due. 

There are three invoices dating back to the month of July totaling $440.95 and this 
account is now ninety days past due. ‘There are two small invoices totaling $19:14 for the 
month of August and one invoice of September 8th for $155.90 which is thirty days past 
due. 

Our credit file on your company shows that you have an excellent reputation of meeting 
your accounts according to the terms of your purchase. ‘This satisfactory showing seems 
to be general, regardless of markets or types of purchases, so it seems there must be a very 
good reason for your letting this account run so far past the due date. If there is any 
reason, kindly explain to us as we take great pride in trying to have every customer perfectly 
satisfied. 

Otherwise a check will be expected by return mail and this will obviate our being 
obliged to write you again. Even though the major portion of this past due account is now 
ninety days delinquent, the point at which we usually place accounts for collection, we have 
no thought of any such action in your case. We feel perfectly satisfied that the fine credit 
rating which you enjoy is really justified and we certainly hope that whatever adjustment 
is necessary in your office can be made so that future accounts with us can be paid promptly 
along with others. Yours very truly, 





Subject: Past due account 
October $462.00 
Gentlemen: 


A recent credit report on your company indicates that your firm is well regarded and 
has the reputation of meeting most of its obligations quite promptly. We are, therefore, at 
a loss to reconcile this reputation and our own experience with you during the past few 
months. 

Our invoices of October 19th and 28th for $410.00 and $52.00 respectively still remain 
unpaid, although your attention has been called to this fact by our letters of December 22nd 
and January 7th, neither of which have been acknowledged. 

We are anxious, of course, to continue your company on our approved list, but in order 
to make this possible we must have your cooperation in taking care of our invoices more 
promptly. We shall look forward to receiving your check by return mail. 

Yours very truly, 
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Hidden vs. income taxes 


If you are one of the 96 per cent 
of American adults who pay no 
ly federal tax on personal income, 
you may think that you are going 
scot-free as far as the cost of govern- 
ment is concerned. All that it really 
means, however, is that you pay fixed- 
rate taxes instead of those graduated 
in an ascending scale according to 
ability to pay. And those fixed-rate 
taxes are often a great burden on per- 
sons of low income, says The Twen- 
tieth Century Fund. 

Whether you earn $1,000 or $1,- 
000,000 a year you pay the same tax 
per gallon of gasoline or per package 
of cigarettes. In states or cities which 
have a sales tax you pay the same 
amount per dollar’s worth of mer- 
chandise. Of course, the rich man pays 
more in fixed-rate taxes than the poor 
man, because he spends more. But he 
pays a lower percentage of his total 
income, because he also saves more. 
What the rich man pays he can easily 
afford. What the poor man pays may 
mean the difference between mere sub- 
sistence and decent living. 

By contrast, the progressive tax on 
personal income is graduated accord- 
ing to ability to pay. Even if you are 
the comfortable head of a family with 
three children and an income of 
$5,000 a year you pay only $32 in fed- 
eral income tax—two-thirds of one 
per cent of your net income. On the 
other hand, if you are rich you may be 
required to pay more than half of your 
net income to the government. 

The large amount in _ fixed-rate 
taxes that has to be raised from the 


One day you may develope 
a keen appreciation for in- 
surance and be glad: then 
you listened to our agent. 
Let us introduce him. 


SINCE 1854 
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poor is due to the fact that the fed- 
eral personal income tax rests on a 
very narrow base of tax-payers. It pro- 
duces only one-fifth of the federal in- 
come. That is one reason why the 
Committee on Taxation of the Twen- 
tieth Century Fund, after two years 
of study, recommends that the tax sys- 
tem be changed so that there will be 
fewer fixed-rate taxes and so that more 
persons will pay graduated income 
taxes instead. A reduction of exemp- 
tions from $1,000 to $500 for single 
persons, from $2,500 to $1,000 for 
married couples, and from $400 to 
$200 for dependents would probably 
increase the number of taxable incomes 
from two million to eight million or 
more. At the same time the added 
yield, under present rates, would range 
from $200 million in poor years to 
$500 million in prosperous ones. 

A reduction of income tax exemp- 
tions, however, would not increase the 
taxes of those with small incomes, 
since to offset that added yield the 
Committee also recommends a reduc- 
tion in such taxes as tariff duties and 
indirect internal revenue taxes. The 
cigarette tax, for example, produces 
400 million dollars a year; customs, 
another $400 million. 

The Committee recommends fur- 
ther that the rate on the new incomes 
that would become taxable through a 
lowering of the exemptions be kept 
down. Lowering the exemptions on all 
incomes automatically increases the 
amount of tax paid by the well-to-do. 
It makes more of their incomes tax- 
able. This is one of the reasons why 
the Committee does not recommend 
any increase in the rate paid by the 
middle and higher brackets. In the 
upper brackets those rates are already 
so high that they may be unduly dis- 
couraging the saving and risk-taking 
essential to the launching of new busi- 
ness enterprise. 

Another reason why the Twentieth 
Century Fund Committee on Taxa- 
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tion preters progressive income taxes 
to fixed-rate levies is that the former 
make you more conscious of the taxes 
you pay. Many fixed-rate taxes are in- 
direct. They are included in the retail 
price of an article without indication 
of their rate or amount. They do not 
seem to be a burden because most peo- 
ple do not know they are paying them. 
You probably do not know how much 
of the cost of your suit is due to the 
tariff, how much of the cost of a pack- 
age of cigarettes is due to the tax. In- 
direct taxes do not make you tax-con- 
scious. 

There is no doubt, however, about 
the income levy. You figure that out 
for yourself. You make your payment 
directly to the Collector of Internal 
Revenue. The rates are clearly stated 
on the income tax blank. You are suf- 
ficiently tax-conscious to notice when 
the rate changes. You know that.a 
change in rate is probably due to a 
change in governmental expenditures. 
You know that you are paying for the 
government services you demand and 
receive. 

The recommendations of the Twen- 
tieth Century Fund Committee on 
Taxation are designed to help the tax 
system meet the test of democracy by: 

1. Levying taxes in accordance with 
ability to pay, in order to lessen their 
burden on those least able to bear 
them; and 

2. Making more taxes direct and 
visible, in order that the taxpayers— 
who vote for and benefit from taxes— 
may be conscious of how much 
they pay. 


Jest at insurance and you 
make a joke of your busi- 
ness acumen. The only man 
who can afford to smile is 
the one who knows he is 


properly protected. 


26 e D ken ane. 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, bY om el Ol0m 000m 08) 
Surplus to Policyholders, $44,807,872.44 








CREDIT and FINANCIAL MANAGEMENT... . 


BO ons “aye HW 


MAY, 1938 














Executive 
files 


The best way to handle executive 
files is to have them grouped in one 
place and in charge of one person, 
states Bertha M. Weeks in “The 
Office Economist.” 

Briefed by “The Management Re- 
view,” the article declares that if they 
must be retained in different offices the 
next best method is to have some one 
person do the filing in each of these 
files daily and thus assume responsi- 
bility for the elimination of duplica- 
tion and the uniformity of filing pro- 
cedure. 

The subject method of filing re- 
quires the analysis of content so that 
the most important subject is chosen 
as the heading with cross references 
for subordinate subjects and synony- 
mous terms. An index is essential even 
though the material may be arranged 
in simple alphabetical form in cabinets. 
The index may be composed of cards, 
with one heading to a card. The index 
may also be kept on sheets in a loose- 
leaf binder, but this requires frequent 
retyping in order that it be kept up-to- 
date. 

Because the material in the executive 


files is so important, there is little mis- 
cellany. Each item requires a folder. 
Such material is not transferred reg- 
ularly but weeded out from time to 
time, and therefore the best grade 
folders are warranted. The confi- 
dential nature of many of these docu- 
ments requires that they be kept in 
locked cabinets. If in vaults, the in- 
dex should carry the heading and show 
where filed when taken out of its reg- 
ular alphabetic place in the cabinet. 





Again-the ‘‘non- 
y par’’ problem 


(Cont. from p. 7) System is definitely 
committed to par clearance and, by et- 
fective regulations, requires member 
banks to follow that policy. The mem- 
ber banks themselves are facing difficul- 
ties as a result of the exchange charge 
practice not only because many of them 
are now forced to absorb the exchange 
charges made by small banks in their 
districts on checks handled by the mem- 
ber banks but also because in some 
smaller communities the member banks 
are at a definite competitive disadvan- 
tage with state banks which are making 
exchange charges and whose operating 
costs are reduced thereby. 

The writer knows of some member 
banks of the Federal Reserve System in 
the central part of the country which 
are required to budget $2,000 a month 
and more to absorb the exchange 
charges made by smaller banks in their 
territories. It is clear, therefore, that 
some solution of this problem is a 
matter of interest not only to business 
interests but also to many of the banks 
in the Federal Reserve System. 

It is evident that many state bankers’ 
associations are cognizant of this prob- 


Wands were used by the an- 
cient magi to make property 
reappear. Today, modern 
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lem and realize that the growing re- 
sentment of business men against the 
non-par practice is likely to result t: 
the detriment of the banks which ar 
employing the practice. 

Some state bankers’ associations in the 
Middlewest are endeavoring to per- 
suade their members to adopt a uniform 
rate of nominal exchange charges. 
While such a plan does not meet the 
objections of the Associatio:. to the un- 
sound principle of clearing checks at 
less than par, the success of these plans 
would undoubtedly ‘eliminate some of 
the difficulties which business men are 
experiencing and possibly pave the way 
for general par clearance as soon as 
banks are able to obtain additional reve- 
nue from normal banking functions. 

The Association is glad to cooperate 
with any state bankers’ association 
which is making a sincere attempt to 
solve the problem by this method but 
it will continue to insist that the ex- 
change charge should be levied against 
the customer of the bank who benefits 
from the service rendered. 

Representatives of the Association 
are in contact with officials of state 
bankers’ associations in the districts 
where the non-par practice is prevalent. 
It will continue these friendly negotia- 
tions with the bankers’ associations. 

Despite the many requests which 
have made for an approach to this 
problem through legislation, your Asso- 
ciation’s National Board of Directors 
has decided that, because of the Asso- 
ciation’s long, close and friendly rela- 
tions with the banking interests of the 
country, the matter should be handled 
entirely by direct negotiation and 
through friendly efforts to work out a 
mutually satisfactory solution of the 
problem. It is the belief of the Na- 
tional Board of Directors that the 
credit and banking fraternities have so 
many interests in common that it will 
be possible to arrive at such a solution. 

Meanwhile, there are several things 
which can be done by individual com- 
panies to support these efforts of your 
association and to eliminate some of 
the difficulties which firms are exper'- 
encing in connection with exchange 
charges. 

The invoice shown on page seven ii- 
lustrates the method which one mem- 
ber company is following in connection 
with drafts forwarded for collection. 
It will be noted that the amount of the 
draft includes the exchange charge. 





CREDIT and FINANCIAL MANAGEMENT ....... 


36 2 7. . © ° . ” MAY, 


1938 





“st 


tf} >» 


?D 





Presumably this method can be used 
most effectively in cases where the 
amount of the exchange charge is 
known when the draft is drawn. The 
member whose invoice is shown reports 
that new invoice forms which it is hav- 
ing printed, will provide for exchange 
charges of 25c per $100. up to $200. 
and 10c per $100. for each additional 
$100. Those charges are based upon 
the company’s experience with exchange 
charges in many states. 

Other companies are following the 
practice of advising their customers that 
the exchange charge should be paid by 
the customers. Others are using a 
rubber stamp to imprint a request on 
invoices that checks drawn in payment 
be drawn on banks which clear at par. 

Some companies are following the 
practice of absorbing the first exchange 
charge but advising the customer from 
whose check the charge has been de- 
ducted that the amount has been ab- 
sorbed and that the account was not 
really paid in full for that reason. 
When a second exchange charge has 
been deducted the company sends a sup- 
plementary invoice to the customer call- 
ing attention to the fact that the 
amount of the invoice represents the 
amount of the exchange charge de- 
ducted from the check by the bank. 

The method by which companies 
meet this problem must, of course, be 
decided by the nature of the operations 
of the company and other questions of 
policy but there seems to be a general 
tendency on the part of companies who 
are encountering this problem to em- 
phasize to their customers that the ex- 
change charge made by the customer’s 
local bank really represents an unjusti- 
fied deduction from the agreed price. 

‘When your association last actively 
interested itself in this matter the con- 
tribution of the Federal Reserve Sys- 
tem to the general practice of par clear- 
ance was hailed as a vitally important 
benefit to business. Par clearance is 
even more important today and growth 
of the existing practice of non-par 
clearance would be a step backward 
and away from sound banking. This 
matter involves the interests of a great 
many Association members and it will 
continue to receive the most careful 
attention of those Association members 
and members of the National staff who 
have been working on the problem, 
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Neches River Bridge near Port Arthur, Texas 


A SAFE BRIDGE 


re as far as it goes 


Every pier deeply sunk! Every span steel-strong! A 
mighty bridge is in the making. Will the builders stop 
here? Of course not; they will carry the bridge across. 


Every modern credit executive aims to make his bridge 
of credit protection firm and complete from end to end, 
yet, in many cases a dark and treacherous channel is left 
unspanned. 


Every precaution is taken before opening an account. 
Interchange reports keep members advised of any debtor’s 
present condition. But what of the future? What span of 
safety covers the 30, 60, or 90 days between the date of 
shipment and the date of payment? 


American Credit Insurance 


“closes the gap,” minimizes interim uncertainties, dangers, 
and losses. American Credit Insurance takes over the 
credit manager’s responsibility after he has used his best 
judgment, and when he can do no more. 


American Credit Insurance reimburses policyholders on 
unexpected credit losses through insolvencies and reor- 
ganizations, and liquidates delinquencies. Why not ask 
for further information? 


American Credit I ndemnity Co. 
OF NEW YORK J. EF. McFADDEN, President 


Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


Copyright 1938, American Credit Indemnity Co. of N.Y. 
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Group 
, Programs 





(Cont. from page 27) to be discussed at 
the session of his group during the 
Credit Congress held at San Francisco 
in June—“The Advantages of Credit 
Cooperation by Brewery Credit Men 
with Other Groups through Central 
Interchange ;” “The Necessity of Sta- 
bilization of Trends in the Industry ;” 
“Operation of Chicago Brewers and 
Distributors Group.” Another subject 
which will be given close study by the 
Brewers and Distributors Credit Men 
is the matter of closer cooperation be- 
tween sales and credit departments. 
Chairman Robinson is hopeful that 
the discussions of his group will be at- 
tended by a large number of credit ex- 
ecutives in the brewery field and that 
the deliberations at the San Francisco 
Convention will result in starting a 
number of other groups throughout 
the country during the coming year. 


Stationery, Publishers, School and 
Office Equipment, and Supply 
Manufacturers Group 


H. T. Kelley, The Envelope Corpo- 
ration, San Francisco, will be chair- 


man, and L. A. Miller, MacMillan 
Publishing Company, San Francisco, 





H. T. Kelley 


will be vice-chairman of the Stationery, 
Publishers, School and Office Equip- 
ment, and Supply Manufacturers 
Group. Chairman Kelley has worked 
out a full day’s program for the con- 
sideration of the credit executives mak- 
ing up this group. The morning ses- 
sion will be devoted to a general forum 
on such subjects as “Source of Credit 
Information,” “Use .of Credit Inter- 
change Reports,” “Advantages of Local 
Credit Groups,” “Value of Credit 
Group Meetings,” “Credit Depart- 
ment Cooperation Among Members 
Within Our Own Industry.” The 


group will meet together at a luncheon 


at 12:30 and resume the forum dis- 
cussions again at 2:00 p.m., the sub- 
jects scheduled for the afternoon ses- 
sion being “Credit Department Pro- 
cedure,” ‘Credit and Collection Let- 
ters—Special Forms and Exceptional 
Collection Ideas,” “Discounts,” “Credit 
Control,” “General Discussion.” 


Liquor Wholesalers Group 


C. A. Kehoe, chairman of the 
Wholesale Liquor Dealers group of 
the Credit Association of Northern and 
Central California, in San Francisco, 





C. A. Kehoe 


will act as chairman of the program 
planned by this group during the 
Group Congress at San Francisco in 
June. 

The efforts of the San Francisco 
Wholesaler Liquor Dealers Group 
have been very successful in ironing 
out a number of credit problems con- 
fronting this branch of the liquor trade 
on the Pacific Coast during the past 
year. Similar groups from Chicago, 
St. Louis and other large wholesaling 
and manufacturing centers throughout 
the country will also be represented 
at this group meeting. While the 
program for the liquor wholesalers has 
not been definitely settled at the time 
of going to press, it is understood that 
it will deal with some of the steps 
which have been taken by various or- 
ganizations throughout the country to 
rectify the abuses which have appeared 
in the wholesale liquor field in the 
matter of credits and collections. 

One of the main objects of the group 
session according to Chairman Kehoe 
is to promote further activities on the 
part of credit executives of wholesale 
liquor houses in all of the cities 
throughout the country during the 
coming year so that the benefits derived 
from the operation of the credit groups 
in cities like Chicago, St. Louis, Louis- 
ville, San Francisco, and other places 
may be duplicated throughout the 
country. 





Public Utilities Group 


R. W. Forwood, Consumers Powe: 
Company, Grand Rapids, Michigan, 
will be the chairman of the Publi 
Utilities Group session at the Sar 





R. W. Forwood 


Francisco Convention. Vice Chairmen 
for this group have been named as 
follows—Eastern Division, M. J. 
Coughlin, Hartford Gas Company, 
Hartford, Conn.; Central Division, 
Harry E. Ingram, Public Service Com- 
pany of Northern Illinois, Chicago, 
Illinois; Western Division, R. Wil- 
liam Peterson, Puget Sound Light and 
Power Company, Seattle, Washington. 

The sessions of the Utilities Group 
are planned for Monday, ‘Tuesday 
and Wednesday afternoons. Some 
of the subjects which will be discussed 
at the sessions of this group are “Pro- 
cedure Required in Approving Credit 
for Electric and Gas Customers,” “Dis- 
count Abuses,” “Credit History Card 
Record and How It Operates,” “The 
Use of Credit Interchange Reports by 
Utilities.” 

Chairman Forwood requests that all 
utility men planning to attend the San 
Francisco Congress bring samples of 
forms which have worked out espe- 
cially well in the operation of their 
utilities credit department work. 


Paint, Varnish and Lacquer Group 


Because of the fine assistance given 
him by the leading credit men in the 





C. H. Sondhaus 


country, C. H. Sondhaus, as chairman 
of the trade.credit group of the Paint, 
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Discount Chiselers --- 


Here’s an effective yet friendly means of 
impressing these profit “gyppers” that your 
terms of sale mean just what the words 
say and nothing less. 






Sanclily of the Sales Contract 


Good Will and $ $ $ 
The Sanctity of the Sales Contract must be firmly upheld in its The mast colette of your « eaungile ansete = et att You 
every ¢ ; phrase an. uw D uficant part 






Are You Fair to Yourself? 
The cash discount premium is the nearest thing to 
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Did You Ever Stop to Think 


That cash discount terms are a carefully predeter- 
eae megane aennni 
ry ? 
Business needs your co-operation in fulfilling the sales 
contract. Fairness in respecting discount terms is 
an absolute requisite to sound business practice 
THE CASH DISCOUNT APPLIES FOR A LIMITED 
PERIOD—OBSERVE THIS LIMIT AS YOU WOULD A 
LEGAL AGREEMENT 
NATIONAL ASSOCIATION OF MEN 
One Park Avenue New York City 


SPONDENCE IS A MOST 
D BUSINESS BUILDER. 


ON OF CREDIT MEN 
MEW YORK CITY 


nM oe 


LETTER ENCLOSURES OF PROVEN EFFECTIVENESS: 





Ten different styles of enclosure cards pre- Subjects covered include the need for insur- 
sent your message briefly, forcefully, and ance, promptness in correspondence, ob- 
with the necessary degree of tact. The servance of sales contracts and discount 
Association’s name and seal on _ these terms, the advantages of discounting, can- 
attractively colored cards lends cordiality cellation of orders, and the importance of 
and strength. furnishing financial statements. 





PRICES, POSTPAID 





SN 5.234 056-5 pa na oe 904 og $1.75 







Special combination offer—-100 of each of 10 styles for $3.00 


PUBLICATION DEPARTMENT 


NATIONAL ASSOCIATION OF CREDIT MEN 
ONE PARK AVENUE NEW YORK CITY 
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Withstanding 
the wind 


The strength of the wind is usually 
given in terms of speed, as 10 miles 
per hour or 30 miles per hour, or oc- 
casionally it is named, according to 
some scale, as a gentle wind or a high 
wind, we learn from “Fire Insurance,” 
published by the Phoenix Insurance 
Company. 

Building designers are not interested 
in the speed of the wind. Such men 
are concerned with the force of the 
wind in pounds per square foot and 
this varies as the square of the winds’ 
speeds; for instance, a 50-mile per hour 
wind exerts twenty-five times the pres- 
sure of a 10-mile wind. 

The cost of modern building is 
largely limited by the need for getting 
a return on the investment. Hence 
buildings are erected capable of with- 
standing normal wind stresses, but not 
the forces which nature occasionally re- 
leases. Therefore, it is reasonable to 
say that no building can escape wind- 
storm damage. Experience also proves 
this to be a reasonable statement: 

Buildings are better able to resist 
normal wind stresses where the follow- 


ing simple precautions are observed : 

1. In a frame building anchor the 
sill to the foundation and the rafters 
to the framing. 

2. In a brick building eliminate hol- 
low spaces in brickwork wherever pos- 
sible and anchor sills, rafters and pro- 
jections. 

3. In a steel frame or similar build- 
ing provide adequate wind bracing and 
anchor cornices and projections. 

4. In general, guard against tall 
chimneys and construction that may 
be blown over and in falling destroy 
other property. 


Windstorm 
Q. and A. 


Q. What is windstorm insurance? 

A. Windstorm insurance provides 
indemnity for direct loss or damage to 
building or contents caused by torna- 
does, cyclones, hurricanes, gales, or any 
other of the destructive winds. Wind- 
storm insurance also includes indem- 
nity for losses due to water, rain or 
snow entering through openings caused 
by windstorm. 

Q. How much does it cost? 

A. The cost of windstorm insur- 
ance is dependent on construction, ex- 
posure and geographical location of the 
property involved. Your agent can ad- 
vise you exactly what it would cost in 
your Case. 

Q. Suppose my building is blown 
down and then catches fire. Does 
windstorm insurance cover the loss? 

A. If your building or a material 
part of it should fall as the result of 
wind, your fire policy would be voided. 
Should fire follow the collapse of the 
building, there would be no recovery 
for the fire loss, unless what is known 
as the “Bridging the Gap” clause was 
part of your windstorm policy. With 
this clause attached, the fire loss would 
be paid under the windstorm policy. 

Q. How much windstorm insurance 
should I carry? 

A. Full insurance to value should 
be carried under the windstorm policy. 
Then, in event the windstorm policy 
is called on to pay an ensuing fire loss, 
under the Bridging the Gap clause de- 
scribed in answer number three, the 
owner of the property can be properly 
indemnified, which would not be the 
case if, for instance, only 50% insur- 
ance to value were carried; then too 
there is usually a reduction in rate if 
a larger percentage of insurance is car- 
ried. 








A Competent 
Insurance Agent 
Knows 


When you entrust your in- 
surance to a competent insur- 
ance agent, his duty is to see 
that your business is ade- 
quately and completely in- 
sured against all possible 
hazards. The Northern 
Assurance Agent is that type 
of insurance man. He knows 
the answers to your many 
insurance problems. He is 
qualified to survey your 
plant, analyze your insur- 
ance needs, and recommend 
the proper insurance protec- 
tion. 


You are guaranteed further 
safety because the Northern 
Assurance Agent will place 
your insurance with a com- 
pany which has been doing a 
world-wide insurance busi- 
ness for the past 102 years. 


There is a Northern Assur- 
ance Agent in your city. If 
you do not know his name 
and address, we will supply 
it upon receiving a request 
from you. 


NORTHERN 


ASSURANCE CO., LTD. 
80 John St., New York 


Chicago San Francisco 


___ FIRE 
INSURANCE 
AND 
ALLIED 
LINES 


Ask anywhere in the World what repu- 
tation the Northern of London bears 
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HOLC owns 
71,733 homes 


The Home Owners Loan Corpora- 
tion owned 71,733 homes at the close 
ef 1937, 50,000 more than the year 
before, “Freehold” reports. This is 
accounted for by foreclosure proceed- 
ings made necessary by abandonment 
of properties (18.5%), refusal to pay 
despite possession of funds (21.5%), 
complications (3%), and “all other 
cases, including inability to pay” 
(54.2%). 

Some interesting official HOLC sta- 
tistics which bring its history up-to- 
date: up to November 30, 1937, the 
corporation loaned $3,093,459,271, of 
which 11% had been repaid. At the 
end of 1937 it had sold 6,024 homes, 
while it owned 55,951 rentable homes 
(87.6% were rented). On December 
31, 1937, steps were being taken to 
make the remainder of the foreclosed 
homes rentable. ‘There were 611,407 
loans being currently paid, or less than 
three months in arrears, compared with 
551,023 the year before. 

During 1937, loans more than three 
months in arrears declined in number 
by 11,472, to 290,464. About 12,000 
delinquent accounts are regarded as 
“insoluble.” Strength was added to the 
rental market during 1937 by an aver- 
age annual rent increase of $6 on 
HOLC acquired properties offered for 
tenantry. 
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Men wilt their whiskers with soap 
to shave them off. Now rumor re- 
ports a stiffener for whiskers so that 
the miniature dog clippers can remove 
them more easily.—‘‘Chemical Digest.” 


One escape from loss 
‘will pay the cost of 
insurance for years. 
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FIRE INSURANCE CoO. 


OF HARTFORD, CONNECTICUT 
Cash Capital, 
Surplus to Polic oe nS 


$2,000,000.00 
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What does a risk 
look like? 





OU know a good many business 
dangers when you see them. But an ex- 
perienced insurance agent will point out 


dangers you've never dreamed of. 


He has been trained to recognize the risks 
that wreck businesses. Often it costs little 
or nothing more than you are now paying 
for insurance to provide protection against 
these risks you don't recognize. 


Insurance that minimizes the agent’s func- 
tion may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 





Let an experienced agent take a look at 
your business from an insurance point of 
view. Like a check-up by your family 
doctor, it can do no harm—may save your 
business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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Our economic 
antecedents 


THE UNITED STATES. By Louis 
M. Hacker, Rudolf Modley, and 
George R. Taylor. Modern Age 
Books, Inc. 75 cents. 

Here is “a graphic history” of this 
country, so-called because for practi- 
cally every page of text, there is a 
graphic chart pointing up the text— 
almost, in fact, making the text un- 
needed. 

The basic manuscript is the work of 
a “leftish” professor at Columbia Uni- 
versity but, with the exception of a 
few final pages, the presentation is ad- 
mirably balanced in viewpoint. The 
illustrations are of the new type often 
called picture statistics and as such 
have the merit of original approach, 
pictorial quality, and easy digestibility. 

Beginning the book with a descrip- 
tion of the nation’s antecedents in the 
feudalism of Europe, the authors trace 
the emergence of capitalism on that 
continent and then proceed along a 
more-or-less economic road to show the 
travels and travails of these United 
States. 

Like any condensation this book has 
some faults, which are minor, growing 
from its distinctive virtues. Certainly 
the period covered cannot be viewed 
completely well within this book’s lim- 
ited confines. But for a fresh approach, 
a novel presentation, and a bargain as 


to cost, this is a generally worthwhile 
work, indicative of what can be done on 
a low-cost, mass-production basis in 
the field of book publication—which is 
a primary aim of the book’s publishers. 


Foreign 
affairs 


U. S. NEUTRALITY IN THE 
SPANISH CONFLICT. By Ray- 
mond Leslie Buell. Foreign Policy 
Association, New York. 25 cents. 

CAN JAPAN BE QUARAN- 
TINED? By John C. deWilde. 
Foreign Policy Association, New 
York. 25 cents. 

FASCISM AND COMMUNISM 
IN SOUTH AMERICA. By 
Stephen Naft. Foreign Policy As- 
sociation, New York. 25 cents. 

REBUILDING THE U. S. MER- 
CHANT MARINE. By Clarence 
N. Weems, Jr. Foreign Policy As- 
sociation, New York. 25 cents. 

BRITAIN’S FOREIGN TRADE 
POLICY. By James Frederick 
Green. Foreign Policy Association, 
New York. 25 cents. 

TRENDS OF INTERNA- 
TIONAL TRADE. By Win- 
throp W. Case. Foreign Policy As- 
sociation, New York. 25 cents. 

AMERICA’S ROLE IN THE FAR 
EASTERN CONFLICT, By Paul 
B. Taylor, Foreign Policy Associa- 
tion, New York. 25 cents. 

ORIGINS OF SINO-JAPANESE 
HOSTILITIES, By T. A. Bisson, 
Foreign Policy Association, New 
New York. 25 cents. 

STRIFE IN CZECHOSLOVAKIA. 
By Karl Falk, Foreign Policy Asso- 
ciation, New York. 25 cents. 

THE STRUGGLE OVER SPAIN. 
By John C. de Wilde. Foreign Policy 
Association, New York. 25 cents. 
Each of these is an admirably con- 

cise presentation of the particular sub- 

ject — and each is as timely as the 
morning’s headlines. These reports — 
issued twice monthly at $5.00 a year 

— are “tops” in their field. 
Especially pertinent as background 

for the morning’s headlines are those 

on the Chinese, Spanish, and Czecho- 
slovakian situations. 
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Credit 


Training 
by the 


Home Study 
Method 


The next few years will see a whole 
new group of executives controlling 
business. Your chance to be one of 
them was never better—the require- 
ments were never more clearly outlined. 


Yesterday's viewpoint means obliv- 
ion for thousands of executives— 
today you must have an _ up-to-the- 
minute mastery of certain underlying 
credit and business principles, and you 
must know how to apply them to the 
problems of tomorrow. 


To help business men meet today’s 
ever-increasing demands for a broader 
grasp of basic credit and business 
fundamentals, the National Institute of 
Credit has prepared a home-study 
training course covering Credits and 
Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideally suited 
to the limited spare hours of the busy 
business man. Consisting of lesson 
leaflets based on a recognized authori- 
tative text, printed lectures by credit 
authorities, and typical credit problems 
selected from actual situations—the 
course assignments can be scheduled 
to suit your own convenience. 


If you are engaged or interested in 
credit work, you do not need to be 
reminded of the significant part it plays 
in the commercial and business struc- 
ture. Now is the time to use this prac- 
tical means to prepare yourself for 
greater responsibilities just ahead. 


THE NATIONAL INSTITUTE OF CREDIT 
One Park Avenue, New York $85 


538 
Please send me full information about 
your course in Credits and Collections. 


See Cesc hae eens 
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Men of business: 
past and present 


A HISTORY OF THE BUSINESS 
MAN. By Miriam Beard. The 
MacMillan Co., N. Y. $5.00. 

Too many of our current books— 
business or otherwise—are merely of 
the day and for the day, repolishing or 
criticizing previous material. Here is 
a new venture in an almost totally neg- 
lected field—the business man. It is 
astonishing that so common an entity 
has been overlooked. There have 
been autobiographies and biographies 
of individuals but nothing like this 
new book by the daughter of Dr. 
Charles A. Beard, one of America’s 
foremost historians. 

The business man as a type, as a 
class, is here studied, analyzed, dis- 
sected, examined, held up to the light. 
And sympathetically too. It will sur- 
prise you how similar have been his 
manifestations over the centuries—be 
he Profligate or Puritan, Oriental or 
European, Roman or Modern. And 
finally, in turning her attention to the 
aspects of fascism, Miss Beard has 
some pertinent words of caution for 
the business man, deduced from the 
record of relationship between him and 
the state, in the lands where fascism 
now holds sway. 


Fact and 
fable 


THE FOLKLORE OF CAPITAL- 
ISM. By Thurman W. Arnold. 
Yale University Press, New Haven, 
Conn. $3.00. 

On its appearance, many critics 
proclaimed this book to be as impor- 
tant as Darwin’s Origin of the Species, 
or Marx’s Das Kapital. Later, when 
the author was appointed Assistant 
Attorney General of the United 
States many people rushed to point 
out that by writing this book Mr. 
Arnold revealed that he could not 
be judicious enough in this important 
ofice where he would be in charge of 
trust prosecution. 

Like many others, Prof. Arnold 
Wants to point out that new and more 
complex social and economic condi- 
tions make new types of social organi- 
zations necessary; but the folklore 
which has grown upon the pristine 
capitalism is always in conflict with 
this need. In concrete terms, this is 
expressed in the struggle between the 
recurring movements to reform capital- 
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TO FEEL 
SECURE 


Always willing to assume reason- 
able risks in extending credit, he 
absolutely refuses to take chances 
on his insurance. A business deal 
for him is a venture, but when he 
buys insurance it must be an in- 
vestment in certainty. It must be 
non-assessable, in “old line” stock 
companies with widespread risks. 
Among the companies that get 
his unqualified approval is Fire- 
man’s Fund. With 41 millions in 
assets, 24 millions in policy- 
holders’ surplus, risks spread over 
the continent and a 75-year record 
of meeting obligations, Fireman's 
Fund reflects Strength, Perma- 
nence and Stability. Best of all 
he can deal with his own home- 
town agent who knows his needs 
and looks after his interests. 


(Fire « Automobile » Marine « Casualty « Fidelity + Surety 


FIREMAN’S FUND INSURANCE COMPANY 


HOME FIRE & MARINE 


IREMAN'SS FUND 7 


Insurance Company 


OCCIDENTAL 


Insurance Company 


New York « 


Chicago 






STRENGTH 


ism, such as the New Deal today, and 
those for whom the New York Herald 
Tribune, let us say, speaks. 

Apparently. what has brought on 
the charge of injudiciousness is the fact 
that the former professor of law at 
Yale did not choose to write a scholar- 
ly legal treatise, but in the manner of 
a present day Voltaire proceeded to 
satirize what our best commentators 
and editorial writers proclaim to be 
sound economic principles and eternal 
political verities. 

Of course, the answer as to whether 
Mr. Arnold succeeds in kidding away 
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FIREMAN’S FUND 
Indemnity Company 


OCCIDENTAL 
Indemnity Company 


Boston 2 Atlanta 


STABILITY 


the adventitious aftergrowth on the 
original capitalist structure depends 
not only on one’s sense of humor, but 
on his point of view as well. Many 
people will not agree with the author 
that law and economics are so much 
theology; and even some who would 
agree with him may find the book rath- 
er diffuse and rambling. But the book 
does have something important to say, 
and for that reason deserves attention. 
Nevertheless, Darwin and Marx, or 
even Veblen, do not have to worry 
about a new classic that may crowd 
them on the library shelves.—G. P. 
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LABOR — WASHINGTON MINIMUM 
WAGE LAW FOR WOMEN AND 
CHILDREN HELD CONSTITU- 


TIONAL. West Coast Hotel Company 
v. Parrish, et al. Supreme Court of the 
United States, decided March 29, 1937. 
The minimum wage law of the State of 
Washington authorizes the fixing of mini- 
mum wages for women and minors. Laws 
of 1913 (Washington) chap. 174; Reming- 
ton’s Rev. Stat. (1932), secs. 7623 et seq. 
Elsie Parrish was employed as a cham- 
bermaid in a hotel conducted by the West 
Coast Hotel Company. With her husband, 
she brought suit to recover the difference 
between the wages paid her and the min- 
imum wage fixed pursuant to the state law 
which was $14.50 per week of 48 hours. 
The hotel company challenged the act as 
repugnant to the due process clause of the 
Fourteenth Amendment of the Constitution 
of the United States. The Supreme Court 
of the State of Washington sustained the 
statute and directed judgment for the plain- 
tiffs. In the Supreme Court of the United 
States, the hotel company relied upon the 
decision of that court in Adkins v. Chil- 
dren’s Hospital, 261 U. S. 525, which held 
invalid the District of Columbia Minimum 
Wage Act which was attacked under the 
due process clause of the Fifth Amend- 
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ment. The court pointed out that three 
justices dissented in the Adkins case which 
came before it in 1923, and that Mr. Jus- 
tice Brandeis took no part. In 1925 and 
1927 the similar minimum wage statutes 
of Arizona and Arkansas were held in- 
valid upon the authority of the Adkins 
case. The question did not come before 
the court again until the spring of 1937 in 
the case of Morehead v. New York ex rel. 
Tipaldo, 298 U. S. 587, in which the New 
York statute was held unconstitutional. 
Throughout this entire period and for the 
past twenty-three years, the Washington 
statute under consideration has been in 
force, it having twice been held valid by 
the Supreme Court of that State. 

Chief Justice Hughes, writing the opin- 
ion, stated “The principle which must con- 
trol our decision is not in doubt. The con- 
stitutional provision invoked is the due 
process clause of the Fourteenth Amend- 
ment governing the States, as the due 
process clause invoked in the Adkins case 
governed Congress. In each case the vio- 
lation alleged by those attacking minimum 
wage regulation for women is deprivation 
of freedom of contract. What is this free- 
dom? The Constitution does not speak of 
freedom of contract. It speaks of liberty 
and prohibits the deprivation of liberty 
without due process of law. In prohibit- 
ing that deprivation the Constitution does 
not recognize an absolute and uncontrol- 
lable liberty. * * * The liberty safeguard- 
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Founded concurrently with the 
first constitutional Workmen's 
Compensation Law, Employ- 
ers Mutual has gained pre- 
eminence in that field through 
aggressive service and strict 
adherence to principles of fair 
play. Its policyholders profit 
through reduced premiums and 
uninterrupted production. You 
will be interested in the facts. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the middle west. Con- 
sult your Telephone Directory 








ed is liberty in a social organization which 
requires the protection of law against the 
evils which menace the health, safety, 
morals and welfare of the people. Liberty 
under the Constitution is thus necessarily 
subject to the restraints of due process, 
and regulation which is reasonable in re- 
lation to its subject and is adopted in the 
interest of the community is due process. 
* * * This power under the Constitution 
to restrict freedom of contract has had 
many illustrations. That it may be exer- 
cised in the public interest with respect 
to contracts between employer and em- 
ployee is undeniable.” 

The court pointed out that the establish- 
ed principle that the fact that both parties 
are of full age and competent to contract 
does not necessarily deprive the state of 
the power to interfere where the parties 
do not stand on an equal footing or where 
the public health demands that one party 
to the contract shall be protected against 
himself, “is peculiarly applicable in rela- 
tion to the employment of women in whose 
protection the state has a special interest.” 
The court said that the decision in the 
Adkins case was a departure from the true 
application of the principles governing the 
regulation by the State of the relation of 
employer and employed, and that it was 
impossible to reconcile the ruling in that 
case with said principles. The legislature 
had the right to consider that its minimum 
wage requirements would be an important 
aid in carrying out its policy of protection. 
The adoption of similar requirements by 
many states evidences a deepseated con- 
viction both as to the presence of the evil 
and as to the means adopted to check it. 
Legislative response to that conviction can 
not be regarded as arbitrary and capri- 
cious and that is all the court is called 
upon to decide. 

The court said that there is an addi- 
tional and compelling consideration which 
recent economic experience had brought 
to light, namely, the exploitation of a class 
of workers in an unequal position with 
respect to bargaining power. It is not only 
detrimental to their health, but casts a 
direct burden for their support upon the 
community, and what these workers lose 
in wages, the tax payers must pay. The 
court took judicial notice of the unparal- 
leled demands for relief which arose dur- 
ing the depression and still continue, and 
that the community is not bound to pro- 
vide what is in effect a subsidy for un- 
conscionable employers. 

The court finally held that the argument 
that the legislation in question constitutes 
an arbitary discrimination because it does 
not extend to men, is unavailing because 
the legislature is not bound to extend its 
regulation to all cases which it might pos- 
sibly reach; that it is free to confine its 
restrictions to those classes of cases where 
the need is deemed to be clearest. 
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At the outset of the opinion, the court 
points out that in the Morehead case in- 
volving the New York Act, the question 
was not raised as in this case that the Ad- 
kins decision should be overruled. In the 
New York case, the state proceeded upon 
the theory that it was to be distinguished 
from the Adkins case on the ground that 
the New York statute was vitally dis- 
similar from the District of Columbia stat- 
ute. The New York Court of Appeals had 
found that there was no material differ- 
ence between the two statutes and that the 
decision in the Adkins case was therefore 
controlling. Chief Justice Hughes pointed 
out that the Supreme Court had held that 
the meaning of the statute as fixed by the 
New York Court of Appeals must be ac- 
cepted in the Supreme Court, and that the 
two acts were not distinguishable and that 
therefore the Adkins’ decision was con- 
trolling. In the Washington case, how- 
ever, reconsideration of the Adkins’ deci- 
sion was expressly sought and, as stated 
before, it was overruled. 


‘Buying it 
wholesale’’ 


The major advantage for the con- 
sumer in purchasing through so-called 
“wholesale”? sources is the actual cash 
saving that is made, according to H. 
D. Taylor of Dixon-Taylor-Russell 
Co., Provo, Utah, in an article in 
“Journal of Marketing.” But there 
are also some disadvantages connected 
with the practice. 

1, Cash must generally be paid 
when the goods are ordered or re- 
ceived. When credit terms are avail- 
able, it is generally the retailer posing 
as a wholesaler that offers them. 

2. The sale is usually final. At all 
event, there is not the freedom of ad- 
justment and the guarantee of satis- 
faction provided by the high class re- 
tail store. 

3. An extra charge is often made for 
delivery. 

4. The customer is inconvenienced 
in making a selection. Stores must 
still be shopped, the special buying con- 
tract made, and frequently a trip to 
the vendor’s showroom may also be 
necessary. The customer can seldom 
buy the inspected article, rather it must 
depend upon a sample or description. 

5. Many concerns offering ‘“‘less 
than retail’ prices are racketeers who 
sell inferior goods, and over-charge 
the customer who thinks he is getting 
a bargain. The customer has to be 
sure of the article of the prices avail- 
able in legitimate retail stores. 
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ee J believe that when I make a sale I must make a friend. And I 
believe that when I part witha man I must do it in such away 
that when he sees me again, he will be glad—and so will I.99 


—ELsBert HussBarp 


“Right, Jim — 


Youw’re Covered!” 


Tuars that and that’s enough—Jim’s covered! The 
Agent has given Jim his word, and when the Insurance 
Agent says a thing is so, you trust him. 


Confidence is the crux of this business of insuring people 
and property. The Agent himself plays more than the 
mid-field position in the great game of Insurance. To the 
insured, the Agent is the Company he represents. Millions 
believe in Insurance because they believe in the Agent 
with whom they deal. 


Back of the Agent must be an intelligent, virile Home 
Office, enabling each Agent to live up to the trust re- 
posed in him. 


Consult your Agent or Broker as you would 
_ your Doctor or Lawyer 


U. S. F. & G. 


United States Fidelity & Guaranty Company 
with which is affiliated 
Fidelity & Guaranty Fire Corporation 


HOME OFFICES: BALTIMORE 
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Over 17,000,000 of them—to back up the report which comes to your 
desk. The current credit report while giving the all-essential present 
information on an applicant’s standing can often be made far more 
comprehensive when file material is available on the credit risk. Such 
information may produce a historical background with which present 
conditions of character, income and business dealings can be compared 
and weighed. In addition to the millions of reports on file, there is a 
definite endeavor to collect advance information which will be on hand 
when a report is ordered. This is one of the unseen values received 
when you— 


SPECIFY 


HOOPER-HOLMES 
REPORTS 


THE HOOPER-HOLMES BUREAU, INC. | 


When writing to advertisers please mention Credit © Financial Management 
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A Section Devoted to Association Affairs 
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Special Fare 
To Frisco Is 
Announced 





San Francisco.—The Southern 
Pacific Railway has granted 
special convention fares on the 
basis of one fare for the round 
trip for all delegates in the 
State of California. The fol- 
lowing are examples of the 
round trip fares offered under 
this special rate: Los Angeles, 
$14.20; San Diego, $18.59; 
Fresno, $5.85; Sacramento, 
$2.70; Stockton, $2.55; Bakers- 
field, $9.10. 

The summer tourist fares 
from points east of Chicago 
have not yet been announced, 
but the following are the fares 
applicable to San _ Francisco 
from .points west of Chicago: 
St. Louis, $85.60; Hot Springs, 
Ark., $86.85; Houston, $75.60; 
Kansas City, $75.60; Lincoln, 
Neb., $75.60; Milwaukee, 
$90.30; Minneapolis, $90.30; 
Oklahoma City, $75.60; Peoria, 
$89.25; Pueblo, $60.40; San An- 
tonio, $75.60; St. Paul, $90.30; 
Chicago, $90.30; Dallas, $75.60; 
Denver, $60.40; Des Moines, 
$81.55; Dubuque, $85.45; Du- 
luth, $90.30; Ft. Worth, $75.60; 
St. Joseph, $75.60. 

The fares mentioned above, 
of course, do not contemplate 
the extensive tours as arranged 
by the Chicago Association and 
the New York Association 
where not only the railroad but 
Pullman and dining car ex- 
penses are included in the totals. 





Tells‘‘C’’ Executives 
Of Insurance 


Grand Rapids.—W. S. Ellis, 
Chicago, special representative 
of the Royal Liverpool Group, 
gave an interesting talk before 
the monthly dinner meeting of 
this association on April 18th. 
His subject was “The Credit 
Rating of an Insurance Com- 
pany.” Mr. Ellis’ talk was cen- 
tered on the subject of measur- 
ing the security back of the in- 
surance contract purchased as 
Protection for assets upon which 
credit usually is issued. 





Grand Round up 
By the Golden 
Gate in ’38 


Zebras have always taken an 
active part in convention ac- 
tivities in the past, and the 
Credit Congress of the National 
Association of Credit Men to 
be held in San Francisco the 
week of June 5th is no excep- 
tion. 

Fully eighty per cent of the 
convention committee, together 
with Convention Chairman Dan | 





Bosschart, are Zebras, and the | © 


Reception and _ Information 
Committees comprise the entire 
San Francisco Herd, of which 
there are sixty-five members at 
the present time. 

The highlight of Zebra ac- 
tivity at this Convention will 

(Continued on page 49) 


7 Cities Join 
Kansas City 
Conference 


Kansas City.—Kansas_ City 
Association of Credit Men acted 
as host to the Mid-West Credit 
Conference on Friday, April 
22nd. Associations joining in 
this conference were Wichita, 
Oklahoma City, Tulsa, St. 
Joseph, Springfield, Mo., To- 
peka and Joplin. An interest- 
ing program for the Conference 
was arranged by President J. B. 
Kerrigan of the Kansas City 
Association who acted as gen- 
eral conference chairman. 

Among the speakers on the 
Conference program were O. A. 
Garnett, Tax Commissioner of 
the Wichita Chamber of Com- 
merce, who discussed the sub- 
ject of taxes as they relate to 
business operations. 

John H. Vaughn, Credit Man- 
ager of the Jones Store Com- 
pany, and President of the Re- | 
tail Credit Association of Kan- 
sas City, led a general forum 
discussion of installment sell- 
ing as it affects general credit. 

Roy Colliton, Director of the 
Credit Interchange Bureaus 
was also on hand and gave an 
interesting presentation of the 











mechanics of credit interchange. 
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58 Associations Have 


Membership Gains 


In Race Just Ending 


Final membership figures for 


not available as we go to press. 


the year closing April 30th are 
However, the figures of April 


1st and the substantial number of new members reported to date 
in April show appreciable gain in membership and a decided 
gain over the results of the previous year. 


Fifty-eight Associations of the 


Mallon Named 
| President of 
N. Y. Chapter 


New York.—Gerard F. Mal- 
lon, of Cone Export and Com- 
mission Company, was elected 
president of the New York 
Chapter of the National Insti- 
tute of Credit at the annual 
meeting held at the Hotel Penn- 
sylvania recently. Mr. Mallon 
held the position of vice-presi- 
dent in the New York Chapter 
during the past year and suc- 
ceeds L. B. Wilson, of the Na- 
tional Carbon Company, Inc. 
Other officers of the New York 
Chapter elected at this meeting 
were: Richard E. McCormick, 
Jr., of Wm. Iselin & Co., Inc.; 
Frank C. Calhoun, of Manufac- 
turers Trust Co., and Herbert 
A. Kopke, of Pacific Fire Insur- 
ance Co., vice-president; Mor- 
ris L. Bless, of G. P. Putnam’s 
Sons, secretary; John B. Schoen- 
feld, of H. A. Caesar & Co., 


treasurer. 


total of 115 have increased their 
membership this year. A con- 
siderable number have also 
maintained their membership. 

In Class A, Louisville again 
is out in front with St. Louis, 
last year’s winner in Class B, 
a good second. In Class B, 
Minneapolis and Indianapolis 
with net gains of 51 and 45 
respectively are neck and neck. 
Atlanta is leading in Class C 
with a 39% gain with Cincin- 
nati second. Cincinnati, inci- 
dentally, has the greatest nu- 
merical increase in the member- 
ship of any Association so far 
regardless of class. In Class D 
Tampa is leading with Syracuse 
and El Paso very likely contend- 
ers. The biggest percentage 
gain of any Association and 
leader in Class E is San An- 
tonio with a 69% gain. 

Inasmuch as April, according 
to past records, is the month 
in which we show the largest 
gain of any one month during 
the year, it is entirely possible 
that some upsets in the stand- 
ing will occur. 

It is encouraging to note that 
during a period of business re- 
cession as represented by the 
last few months, our member- 
ship showed appreciably better 
gain than in the same period of 
time a year ago. Analyzing the 
sales and promotion work done, 
we find in the Associations 
showing progress a substantial 
increase of members actively 
participating in this very neces- 
sary work. 

The membership awards will 
be presented to the winners at 
the San Francisco Credit Con- 
gress in June by Past President 
Edward Pilsbury, Chairman of 
the National Membership Com- 
mittee. This event is always one 
of the high spots of our national 

| convention. 








Louisville Is 
Host at Big 
Celebration 


Louisville. — The Louisville 
Credit Men’s Association was 
host to a large gathering on 
the occasion of the formal open- 
ing and dedication of its new 
office-building on Monday even- 
ing, April 18th. The cere- 
monies were held in the Crystal 
Ballroom at the Brown Hotel. 
Tuesday, April 19th, the Asso- 
ciation kept open house giving 
all visitors an opportunity to 
inspect the new home of the 
Louisville Association. 

The banquet program on the 
night of April 18th included ad- 
dresses by Thomas M. Winter- 
smith, chairman of the Build- 
ing Committee, who formally 
presented the building to Claude 
S. Allen as president of the 
Louisville Credit Men’s Asso- 
ciation. National President 


Paul Fielden received a gold | 


key to the building as a symbol 
of the part the Louisville Asso- 
ciation plays in the national or- 
ganization. Remarks of greet- 
ing also were presented by Gov- 
ernor Chandler of Kentucky 
and Hon. Joseph D. Scholtz, 
mayor of Louisville. The main 
address at the banquet was giv- 
en by Executive Manager 
Henry H. Heimann. 


Two-Bond Laws 9}. 
To Be’Pushed 
During]1939 


At a meeting held at the Penn- 
sylvania Hotel, New York, Fri- 
day April twenty-second, the 
sub committee of the National 
Legislative Committee on state 
lien and bonding laws reviewed 
the two bond law program con- 
ducted in states having legisla- 
tive sessions this year and set 
out a comprehensive program 
for 1939 when all but five states 
will consider new laws. 

Consideration of a national 
survey by the sub committee in- 
dicated that half the states will 
participate in some phase of the 
two bond activity during 1939 
and it is anticipated that inade- 
quate conditions on payment and 
performance bonds will be cor- 
rected in some ten or twelve 
states where action is sorely 
needed. 

The final draft of the model 
law was approved and ordered 
published. A meeting of the 
sub committee at the San Fran- 
cisco Credit Congress will serve 
to round out the program for 
1939 and immediately thereafter 
the campaign will get underway 
through the Associations. 





Trade Groups are Popular 
At Northwest Conference 


Portland. — The twenty-first 
annual session of the Pacific 
Northwest Conference of Credit 
Men was held at Hotel Mult- 
nomah in this city on Thursday 
and Friday, March 24th and | 
25th. The Pacific Northwest 
Conference comprised repre- 
sentatives from Portland, Seat- 
tle, Tacoma, Spokane, Belling- | 
ham and Lewiston. A meeting | 
of the Northwest Council, com- 
prising three representatives 
from each of the member asso- 
ciations, was held prior to the 
general conference session. The 
conference proper opened with a 
luncheon on Thursday, March 
24th, and the afternoon of that 
day was spent in trade group 
sessions with a special enter- 
tainment program arranged for 
the evening. 

On Friday, March 25th, the 
Conference met in general ses- 


sion and heard addresses by 
Dr. Bruce Baxter, President, 
Willamette University; Horace 
Vv. X. Wright, President, Ta- 
coma Grocery Co.; Howard H. 
Preston, Professor of Money 
and Banking, University of 
Washington; William B. Lay- 
ton, General Counsel, The Ad- 
justment Bureau, Portland; E. 
B. MacNaughton, President, 
The First National Bank, Port- 
land, Oregon; C. C. Chapman, 
Editor, “The Oregon Voter’; 
Gerald W. Gannon, President, 
Bellingham Chamber of Com- 
merce; and Ralph H. Campbell, 
Assistant Attorney General and 
Counsel for State Unemploy- 
ment Compensation Commission. 
In the evening the Annual 
Conference Banquet heard ad- 
dresses by National President 
Paul Fielden and _ Executive 
Manager Henry H. Heimann. 





N.Y. Train to 
Golden Gate 
Is Popular 





New York.—Joseph Rubanow, | 
past President of the New York 
Association of Credit Men, New 


| York’s credit men’s association, 


is acting as chairman of the 
San Francisco Convention’s spe- | 
cial train being promoted by 
the New York Association. 

Up to the time of going to 
press encouraging reports have 
been received by both Mr. Ru- 
banow and Mr. Orr indicating 
the success of this special party 
for the Credit Congress in San 
Francisco on June 5th to 10th. 

The New York party will 
leave Grand Central Station at 
3:00 P.M. on May 31st and ar- 
rive in San Francisco on the 
morning of June 6th in time for 
the opening general session of 
the Convention. The return 
trip will start on Saturday, 
June 11th, going direct to Port- 
land. Sunday will be spent in 
sightseeing in Portland with 
Monday set aside for Seattle with 
a side-trip to Victoria slated for 
Tuesday. Wednesday, June 
15th, the party will see the 
sights in Spokane, and on 
Thursday and Friday in Gla- 
cier National Park. Sunday, 
Monday and Tuesday will be 
spent in the Grand Canyon with 
the start towards home on 
Wednesday, June 22nd. The 
party arrives back in New York 
on Friday evening, June 24th. 

The New York tour offers | 





complete accommodations ex- 
cepting meals while in San 
Francisco for $385.25 including 
lower berth accommodations. 
Reservations are being made 
from Albany, Boston, Buffalo, 
Rochester, Springfield, Syra- 
cuse and Utica as well as some 
of the New England cities for 
this New York tour. 


Midwest to 


Join Tour 


At Chicago 


Chicago. — Secretary J. F. 
O’Keefe, of the Chicago Asso- 
ciation of Credit Men, has re- 
ceived a number of registrations 
for file for his San Francisco 
Credit Congress tour. This 
tour starts on Thursday, June 
2nd brings the party to San 
Francisco at 6 P. M. on Sun- 
day, June 5th, after passing 
through scenic Colorado and the 
Royal Gorge. After the Con- 
vention is over on June 9th the 
party will leave for Santa Cruz 
and California’s Giant Red- 
woods. Saturday, June 11th, is 
spent in Los Angeles, and Sun- 
day, June 12th, also in Los An- 
geles. June 13th, the Boulder 
Dam and Las Vegas is visited; 
then, down to the Grand Can- 
you and back to Chicago by 
way of Salt Lake City. The 
date of arrival at Chicago will 
be June 18th. 


The cost for the Chicago As- 
sociation tour including a lower 
berth is $199.00. 
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National Nominations 
Committee 


Edward Pilsbury, B. Rosen- 
bert & Sons, Inc., New Orleans. 

P. M. Haight, International 
General Electric Co., New 
York. 

Fred Roth, Whitney-Roth 
Shoe Co., Cleveland. 

Ernest I. Kilcup, Davol Rub- 
ber Co., Providence. 

E. D. Ross, The Irwin-Hod- 
son Co., Portland. 

H. S. Almy, Collyer Insu- 
lated Wire Co., Pawtucket. 

Henry H. Haffner, Danahy 
Packing Co., Buffalo. 

Floyd A. Ferguson, West- 
inghouse Electric Manufactur- 
ing Co., Pittsburgh. 

H. Guy Lyon, May Drug & 
Sundry Co., Louisville. 

B. A. Bettendorf, Smith Win- 
chester Co., Jackson. 

C. C. Arnold, Fox-Coffey- 
‘Edge Co., Dallas. 

F. L. Price, McKesson & 
Robbins, Inc., Tampa. 

George G. Stifter, Hancock- 
Nelson Mercantile Co., St. 
Paul. 

R. C. Wilson, First National 
Bank, Salt Lake City. 

F. E. Clyde, Paraffine Com- 
panies, Inc., Seattle. 

Carl A. Stephan, Hoggson 
& Pettis, New Haven. 

Wm. H. Kelly, Jr., Empire 
Monument Co., Albany. 

W. A. Bruckheiser, Thomas 
M. Royal & Co., Philadelphia. 

F. O. Pansing, Frigidaire 
Corp., Dayton. 

F. F. Stuckert, Hansen Glove 
Co., Milwaukee. 

R. M. Knox, Crow-Burlin- 
game Co., Little Rock. 

George A. Cole, Dinkins- 
Davidson Hardware Co., At- 
lanta. 

Walter H. Bristol, Bristol's 
Packing Co., Lewiston. 

C. C. Ogborn, John Morrell 
& Co., Sioux Falls 

Fred J. Carpenter, National 
Supply Co., Los Angeles. 





John L. Redmond 


Is Renominated 


New York—John L. Red- 
mond was nominated to serve 4 
second term as President of the 
New York Credit Men’s Asso- 
ciation by the nominating com- 


mittee headed by Joseph Ruba- 


now as chairman. Other ofh- 
eers on the official slate are 


William F. Egelhofer, First 
Vice-President; Harry J. De- 
laney, Vice-President; C. L. 


Riegel, Vice-President; Wm. M. 
Watson, Vice-President; Wil- 
liam Fraser, Treasurer. 
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Group 

y program 
(Cont. from p. 38) Varnish and Lacquer 
Industry, for the annual convention of 
the National Association of Credit 
Men to be held in San Francisco June 
6-10, 1938, has been able to develop a 
program to meet the special needs of 
the credit men of the paint industry. 
This program will be presented at the 
Credit Congress of Industry on June 
7th. ; 

From a study of the program, which 
is presented hereafter, it will be evi- 
dent that the sales department will 
have an opportunity to present its views 
on credit, and also that the special 
credit problems of the dealer and the 
painter will receive considerable atten- 
tion: “Profits Depend Upon Credit 
Managers,” Robert D. “Bob” Sullivan, 
Vice President, General Paint Corpo- 
ration; ““The Cooperation a Salesman 
Expects From the Credit Department,” 
R. D. Sullivan, Salesman, The Paraf- 
fine Companies; “The Importance of 
a Profit and Loss Statement, and How 
to Secure It,” A. W. Sande, John 
Lucas Company, Philadelphia; “(How 
to Analyze a Financial Statement Ef- 
fectively,” F. R. Turner, Sherwin- 
Williams Company, New York; “Why 
Have Terms?”, E. E. Lanning, Bill- 
ings Chapen Company, Cleveland, 
Ohio; “Credit Hazards in Selling 
Painters,” H. F. Allen, Credit Man- 
ager, National Lead Company, Los 
Angeles ; “Hazards in Selling to Paint- 
ers on Government Work,” J. N. 
Waterhouse, Credit Manager, Na- 
tional Lead Company, San Francisco; 
“The San Francisco Painter Credit 
Control Plan,” C. C. Hill, Credit 
Manager, W. P. Fuller and Co., San 
Francisco; ‘““The San Francisco Raw 
Material Credit Control Plan,” F. P. 
Spinks, Credit Manager, Pacific Vege- 
table Oil Co., San Francisco. 


Food Wholesalers and Hotel 
Supply Group 

The Food Group Wholesalers and 
Hotel & Restaurant Supply Group for 
the coming Credit Congress of Indus- 
try have been merged under the Gen- 
eral Chairmanship of D. M. Messer, 
Assistant Secretary-Treasurer and Gen- 
eral Credit Manager of the Dohr- 
mann Hotel Supply Co. 

A very interesting and constructive 
program is to be presented to the 
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delegates from firms represented by 
this classification in the coming Na- 
tional Convention of Credit Men to 
be held in San Francisco the week of 
June 5, 1938. 

Mr. Messer has named the follow- 
ing to assist him as Vice-Chairman: 
Jack O’Day, Sussman-Wormser & Co., 


San Francisco, California; William A. 





D. M. Messer 


Taylor, Arden Farms, Inc., Los An- 
geles, California; W. A. Yeomans, 
Pacific Fruit & Produce Co., Seattle, 
Washington; F. A. Dudley, General 
Grocery Co., Inc., Portland, Oregon; 
R. K. Sybert, National Director, San 
Diego, Wholesale Credit Men’s Ass’n., 
San Diego, California. 

It was felt that the two classifica- 
tions so generally sold the same trade 
that the merger in the group meeting 
at the Convention was in order. 

Several authorities on subjects of par- 
ticular interest to the members of both 
groups have been obtained as guest 
speakers. 

In the naming of his committee to 
have charge of the preparation of the 
program, Mr. Messer has chosen a 
representative credit executive in each 
of the coast cities, and a constructive 
and interesting Conference is assured. 


Distillers and Liquor Producers 
Group 
William H. Jones, Schenley Dis- 
tributors, Inc., Chicago, as chairman 





William H. Jones 


of the Distillers and Liquor Producers 
Group, announces a two-day program 
for the credit executives in the distill- 
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ers and liquor producers industries. 
The first session of this group Chair- - 
man Jones indicates will be in the way 
of an organization meeting and a 
more definite determination of the pro- 
gram for the second day; and talks 
will be heard at the second day session 
on such subjects as “Group Coopera- 
tion between Liquor Producers,” and 
“Benefits Accrued to Liquor Produc- 
ers through Organization of Credit 
Control of Wholesalers.” Mr. Jones 
will lead the discussion on the latter 
subject. 


Oil Well Supply Group 


F. J. Carpenter, Assistant Treas- 
urer, The National Supply Company, 
Los Angeles, California, is the chair- 
man for the session of the Oil Well 





F. J. Carpenter 


Supply Group. Mr. Carpenter . has 
prepared a program to occupy the at- 
tention of the credit executives in his 
field throughout the Credit Congress 
day including a luncheon session at 
noon. Among the subjects to-be dis- 
cussed are “Hazards of Oil Well 
Drilling the Credit Grantor Should 
Know,” by representative of oil com- 
pany, “What is Wrong with Your 
Credit Inquiries,” by a credit agency 
representative, and round table dis- 
cussion of subjects to be suggested by 
members attending. 


Automotive & Petroleum Supply 
Wholesalers Group 


The program of the Automotive and 
Petroleum Supply Wholesalers Group 
will cover interesting subjects pertain- 
ing to this industry and those attending 
will find the time spent well worth 
while. E. M. Palmer, Hinsdale Man- 
ufacturing Company, Chicago, will be 
chairman. 

The subjects selected are of current 
interest. The round table discussion 


1938 














will afford everyone an opportunity to 
obtain invaluable suggestions and infor- 
mation in regard to credit problems. 

The Group Meeting is one of the 
most outstanding events of the Credit 
Congress as the exchange of informa- 
tion and ideas is of vital importance to 
every credit executive. 
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E. Dubner 


This group will be attended by lead- 
ers in credit work and you will have an 
unusual opportunity to meet these 
executives in person. 

This cordial invitation is extended 
to everyone engaged in credit work in 


this field. 


Foreign trade 
luncheon set 


for June 7th 


The Foreign Trade Luncheon in 
connection with the 43rd Credit Con- 
gress of the N. A. C. M. will be held 
on Tuesday, June 7th. Mr. Grosve- 
nor M. Jones, Chief of the Finance 
Division of the Bureau of Foreign & 
Domestic Commerce, Washington, D. 
C., will be the featured speaker at this 
luncheon and following his talk the 
meeting will be thrown open to a 
round table discussion of foreign cred- 
it, collection and exchange problems. 
Mr. P. M. Haight, Secretary-Treas- 
urer of the International General Elec- 
tric Company, Past-president of the 
National Association of Credit Men 
and Chairman of the Foreign Credit 
Executive Committee, will preside at 
this session, and the Foreign Trade As- 
sociation of the San Francisco Cham- 
ber of Commerce will participate in 
making this meeting a success. 

West coast members of the Foreign 
Credit Interchange Bureau are co-oper- 
ating in the preliminary arrangements 
for this meeting. Representatives of 
foreign departments of various San 
Francisco banks will be present and 
will participate in this Credit Congress 
highlight discussion. 
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R. L. Griffiths 
heads Utica 


At the annual meeting of the Utica 
BY Saosin of Credit Men, held 
wy April 20th, in Hotel Utica, the fol- 
lowing officers and new directors 
were elected: Robert L. Griffiths, In- 
ternational Heater Company, president ; 
H. K. Hineline, A. H. Williams Com- 
pany, vice-president; C. J. Peterson, 
Beechnut Packing Company, vice-pres- 
ident; directors for 3 years: William 
E. Hayes, Jacob Dold Packing Com- 
pany, Miss Doris M. Weir, Utica Of- 
fice Supply Company and Maurice 
Lane, Mutual Box Board Company. 

Miss Helen J. Switzer, secretary- 
manager reported on activities of the 
past year which showed improvement 
in every department. 

The speaker of the evening was 
Charles W. Hall, president of the 
Oneida National Bank & Trust Com- 
pany, whose topic was “Behind His 
Job—A Bank Loan”. He revealed the 
trend of a banker’s thoughts when a 
business man applied for a loan. 

Plans for educational classes to be 
started in the fall were outlined by 
Lawrence Malchow of the Oneida 
Nat'l Bank & Trust Company, and 
Winthrop Steinbach of Central New 
York Power & Light Corporation re- 
ported on the bowling tournament tak- 


ing place in District #2 of N.A.C.M. 


Several guests were introduced in- 
cluding Willis Daggs, president of the 
Rochester Association of Credit Men, 
Herbert Haidt, Secretary of Rochester 
Assn. of Credit Men, Jack Cogswell, 
Asst. Secretary of Rochester A. C. M., 
Ernest Stauber, Secy., Syracuse Assn. 
of Credit men and Raymond Castle, 
field representative of Credit Inter- 
change Bureaus. 


Figuring the survey’s 
collection percentage 
Sirs: 

I am very much interested in the 
month to month report of “The Busi- 
ness Thermometer” and particular- 
ly that section pertaining to manu- 
facturers’ sales and collections as 
reflected under the heading of the 
furniture industry. As an experi- 
ment I am preparing comparative 
figures with those reported in your 
schedule and to be certain that our 
computations are made in the same 








manner, I am wondering if you 
would inform me if, under the col- 
umn headed ‘Collection Percent- 
ages,’ whether the percentages are 
figured on the basis of the total dol- 
lar collections to the total of the 
accounts receivable at the begin- 
ning or the close of the month. In 
other words, are the collections for 
the month of January computed 
against the balances as of January 
1 or January 31? 

Because of our seasonal business 
in the manufacturing and shipping 
of some of our products, it is pos- 
sible for such a difference to have 
considerable variation in our per- 
centages, which is the main reason 
for making this inquiry. 

Thank you for such assistance 
as you can give. 

Yours very truly, 
M. D. Stevens, 
Credit Manager, 
Heywood-Wakefield Company 
Gardner, Mass. 


Editor's note: The collection per- 
centages to which you refer are 
based on the total volume of ac- 
counts receivable outstanding at 
the beginning of the month under 
review. That is to say, that in the 
January report, the collection per- 
centages shown are obtained by 
dividing the total amount of collec- 
tions during January by the volume 
of outstandings on January 1, 1938. 


Hours provided in 
collective agreements 


A 40-hour maximum workweek is 
provided in a large majority of the 
union agreements now in effect in the 
United States. In several industries 
the maximum set by agreement is less 
than 40 hours, namely, the glass in- 
dustry, with a 36-hour week for all but 
continuous processes; coal mining and 
fur manufacture, with a general 35- 
hour maximum; men’s clothing, with 
a 36-hour week; women’s clothing, 
with a prevailing 35-hour week; and 
newspaper publishing, where approxi- 
mately two-thirds of the workers are 
on a working week of less than 40 
hours. In retail-trade agreements, on 
the other hand, the 48-hour week pre- 
dominates, and in such service indus- 
tries as hotels and barbering the agree- 
ments frequently permit of a 60-hour 
and even longer workweek. 
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THIS MODERN FINANCING PLAN 
regulates collections, limits credit risks 


OULD you like to receive in a 
lump sum now the money that 

is owed you on open account? 
Would you like to carry on your 
business so that immediately upon 
shipping and invoicing an order, 
the full proceeds in cash would be 

available to you? 

Our open account financing plan 
does away with the 30 to 90 day 


COMMERCIAL CREDIT COMPANY 


wait for payment that you now 
endure. Your customers get their 
regular terms. You get your cash 
upon shipment... ata cost less than 
you'd allow them for cash discount. 
Your customers pay you as usual. 
And they are not notified of any 
change in your financing plans. 

You keep full control of your busi- 
ness, pass credits and receive pay- 


Capital and Surplus Over $64,000,000 


BALTIMORE 


CHICAGO 


NEW YORK 


PORTLAND, ORE 





SAN FRANCISCO 





ments as made. You regulate your 
collections to your need for cash 
. . . selling us your receivables only 
in such amounts as your require- 
ments call for. 

In addition, under the LIMITED 
LOSS provision of our financing 
service, your credit losses cannot 
exceed a small pre-agreed percent- 
age. We assume all the excess risk. 

Make use of this flexible and 
economical plan of industrial finan- 
cing. It assures you the extreme 
liquidity and high credit rating so 
helpful under present conditions. 


* 
“Capital At Work’” 


Upon request, we will 
gladly mail you, without 
obligation, this concise 
booklet explaining our 
service. ; s Simply send 
this coupon, attached to 
your letterhead. 


When writing to advertisers please mention Credit © Financial Management 
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The business thermometer: 


Manufacturers: 


Manufacturers’ sales during March 

1938 declined 23 per cent from last 
y March according to reports from 

manufacturers cooperating in the 

monthly joint study of the National 
Association of Credit Men and the Bureau 
of Foreign and Domestic Commerce. This 
decrease was about the same as the 22 per 
cent drop recorded in February from last 
year. 

Total net sales of manufacturers during 
March increased 16 per cent from Febru- 
ary 1938 without adjustment for seasonal 
variation. This compares with an increase 
of 19 per cent from February to March in 
1937. 

Every major industry group for which 
sales data are shown registered a decrease 
in sales during March 1938 from March 
of last year. 

The smallest decline was registered by 
the Printing, Publishing and Allied Indus- 
tries Group, whose sales were down 2 per 
cent on this comparison. Other decreases 
ranged down to the drop of 52 per cent 
recorded by the Iron and Steel Products 
Group. 

Collections during March amounted to 
78 per cent of the total accounts receivable 
outstanding on March 1, 1938. The com- 





parable ratio was 88 per cent for March 
1937, and 72 per cent for February 1938. 
The decrease in the collection ratio from 
last year was well distributed throughout 
the major industry groups separately 
shown. All groups showed decreases ex- 
cept the Rubber Products Industry, which 
increased from 43 per cent last March to 
47 per cent this year, and the Motor-Ve- 
hicle Parts Group which increased from 
83 per cent to 84 per cent. 

The total volume of accounts receivable 
outstanding on March 1, 1938, was 17 per 
cent smaller than on the same date last 
year, and 3 per cent larger than on Febru- 
ary 1, 1938. 

The Petroleum Products industry was 
the only major group recording a larger 
volume of accounts receivable than last 
year. The largest declines, 48 and 46 per 
cent, were registered by the Motor-Vehicle 
Parts and Iron and Steel Products indus- 
try groups. 

Detailed figures follow. 


Wholesalers: 


The dollar volume of wholesale trade 
declined 17 per cent during March as 
y compared with March 1937 according 
to reports from about 1,600 whole- 


salers cooperating in the monthly joint 
study of the National Association of Credit 
Men and the Bureau of Foreign and Do- 
mestic Commerce. This was the largest 
decrease in sales from the same month of 
the previous year shown for any month in 
the past half year. 


Total net sales of wholesalers in March 
increased 18 per cent from February with- 
out adjustment for seasonal variation. 

The rate of collections on accounts re- 
ceivable outstanding also declined from 
last March. Collections during March 1938 
amounted to 63 per cent of accounts re- 
ceivable outstanding on the first of the 
month. The corresponding ratio was 67 
per cent for last March and 60 per cent 
for February 1938. 


The total volume of accounts receivable 
outstanding on March 1, 1938, was 10 per 
cent smaller than on the same date last 
year. Compared with February, outstand- 
ings on the first day of March increased 
3 per cent. 


The cost value of stocks on hand at the 
end of March was 7 per cent smaller than 
at the end of March 1937, according to re- 
ports from almost 1,000 wholesalers re- 
porting these data. The value of stocks 
declined about 3 per cent from the end of 
February. 


MANUFACTURERS’ sales and collections on accounts receivable, March 1938 














Dollar Sales Collection Percentages* Total Accounts Receivable 
Percent change Percent change 
Industry Numberof}| Mar. 1938 from reporting Mar. Mar Feb Mar. 1, 1938 from As of 
reporting "Mar. | Feb. | any | Mar. 1, | Feb.1, | gos 
1937 1938 - 1937 1938 - 
Food and kindred products, total.............. 364 + 8.7 — 4.3 + 9.9 13,806 
a is omen 285 + 5.5 — 6.3 + 3.2 1,170 
Flour, cereals and other grain mill products. 12 + 4.6 — 5.4 — 3.8 1,026 
i . . 9 0ns6 cess ee cab bebenasonen 13 — 5.3 —13.7 —1.7 1,405 
ED i ..0scbbcshoennbepesbes 54 +19.9 — 2.5 +14.2 10,205 
Textiles and their OS aes 74 +17.6 —18.4 +11.2 19,566 
Clothing, men’s, except hats............... 17 +11.5 —3.8 | +6.3 5,284 
Clothing, women's, except millinery........ 16 + 4.6 — 8.6 +39.2 2,170 
Ps. itpchakaslbstenksbdiedeenseweys 12 +14.9 — 7.4 +19.7 2,893 
Other textile products. .............seeceee- 29 +24.4 —29.1 + 6.7 9,219 
Forest RL <hibehiccesbesuveswsneuse 39 +27.4 —27.0 + 1.2 3,198 
Te a ea ee ote 22 +12.9 1,563 —26.5 + 1.1 2,425 
Lumber, timber, and other miscellaneous 
f titi eclelicenbpeeheepee™ 17 +58.3 1,024 —28.6 + 1.4 773 
Paper and allied products, total................ 68 + 0.2 10,605 — 7.0 + 4.8 13,755 
Paper, NL... eacacnensneGue 12 +11.6 3,154 — 6.5 + 6.8 ,732 
ap boxes and other paper products. .... 35 + 4.2 6,039 —22.6 |. — 0.8 5,074 
Te a 21 —28.1 1,412 +11.8 + 9.0 5,949 
Printing pare ane allied industries...... 8 +16.0 675 — 5.3 — 3.2 938 
emicals and all 1 prod) sineeeessiu 46 +22.5 12,592 — 6.1 + 2.7 12,743 
‘aints and varnishes...............0-ssss0 17 +28.1 1,285 —17.7 + 8.1 2,339 
Pharmaceuticals and proprietary medicines 14 + 7.5 ,428 — 7.2 —44 1,675 
Other chemical PL benbsebseoneebinee 15 +24.3 879 — 2.2 + 2.8 8,729 
Petroleum products 13 +15.4 + 7.0 — 3.6 1899 
8 +49 .6 —28.6 — 5.9 4,255 
28 +17.7 — 2.7 +19.8 17,053 
17 +22.2 + 2.5 +23.1 15,265 
27 +32.4 —19.5 + 0.4 6,445 
65 +25 .6 —46.4 — 2.5 21,696 
pean senaanaaXeionenls — 12 +37 88 | —36 | 217 
ves, ranges an eating ap tus. 2 + 3.7 ; — 3. ; 
Other iron and steel products...............) 40 +30.0 6 | —2.3 | 16,592 
Non-ferrous metals and their products.......... 33 +15.4 v —1.5 9,169 
Machinery, not including transportation 
equipment, total...............s.seeceees 97 +11.9 4 + 3.8 21,213 
Electrical machinery, apparatus andsupplies 56 + 4.6 2 + 5.3 12,758 
Other machinery, apparatus and cupolas. ‘ 41 +22.2 6 + 1.6 8,455 
SR EININNED, sc csuensesan0cesabseccceets 26 +22.3 6 | —11.1 2,840 
Miscellaneous industries.............ceseceseees 36 +33 .5 .6 + 0.3 6,744 
NE iskstdciercccksesensvennk 932 5.8 212,212 3 + 3.3 176,320 
*Collection percentages represent the t of total dollar collections reported to the total of accounts receivable reported by the same firms. 
These data are taken from the monthly report on. sales of confectionery and competitive chocolate products prepared by the Foodstuffs Division of the 
Bureau of Foreign and Domestic Commerce. 





CREDIT and FINANCIAL MANAGEMENT ....... 


52 - . e e eo 7 oo 


MAY, 1938 





AZOMsEOORZOP 


we Se ee eo 


anit de> mee Deen te ai ae 





h- 


om 
38 
re- 
he 


nt 


ble 
er 
ast 
\d- 
ed 


an 
re- 
re- 
*ks 





~— | eee eee eee ieee ie ieee eee eee ee OS OME BIE Ot eet ee ae 1 —  —_— 


March sales in every trade for which 
data are separately shown were under last 
March. Several groups reported moderate 
declines from last year. Among these were 
Tobacco wholesalers and distributors of 
Farm Products (Consumer Goods), each 
registering declines of 3 per cent, Petrole- 


um distributors down 3% per cent, and 
Drug wholesalers down 4 per cent. De- 
creases in the other lines ranged down to 
the decline of 45 per cent in sales of 
Jewelry wholesalers. 

Sales declines from last March were re- 
corded for all regions. The smallest rela- 


tive declines were registered by the West 
South Central and West North Central 
Regions with decreases of 10 and 10% per 
cent respectively. The New England Re- 
gion registered the sharpest drop in sales 
with a decline of 26 per cent. 

Detailed figures follow. 


WHOLESALERS sales and inventories, March 1938 





Dollar Sales End of Month Inventories (Cost) Stock-Sales Ratios# 
' : Percent change Percent change 
Kind of Business Number of Mar. 1938 from Mar. 1938 from 
fens ‘ Mar. Mar. Feb. 
inition 1938 1937 1938 
sal Mar. Feb. 
1937 
Automotive supplies ie iaseCadseswenacnawn ene 101 — 8.4 39 — 5.6 — 2.5 $2,280 358 321 434 
Clothing and furnishings. ...................... 16 —15.9 7 — 0.9 — 4.1 3 322 294 429 
Shoes and other footwear... ...................-- 35 —19.6 22 +10.0 —i1.1 20,769 156 118 185 
Drugs and drug sundries**..................... 140 — 3.8 106 — 5.7 — 2.6 35,750 207 211 241 
anak cha sedeobscdiopcesaacececcss 91 —19.4 61 —19.0 —1.3 25,533 316 323 382 
on ia as cin 6 évnooeeceees's 288 —29.6 231 —10.2 — 4.5 19,044 156 120 199 
Farm products (consumer Da kaencuases 16 — 3.3 11 +28 .2 +19.1 648 64 51 64 
Furniture and house furnishings............... 34 —21.1 14 + 3.3 — 6.9 3,892 265 204 382 
Groceries and foods, except farm products. ..... 228 — 8.6 105 — 6.4 — 2.1 27,468 184 183 215 
Meats and meat products ee aatetdaa ne ab o's 8s ke-es'a 17 —12.5 12 —19.7 +12.5 731 69 69 68 
Total aaoepase qe TER hin ehOneis baw ekeinaes® 436 —25.6 278 — 8.5 + 0.1 58,905 308 249 396 
aoneeat Sic icktawew se geweenaweed 166 —18.7 99 —10.6 —0.1 42,024 327 299 423 
inca skp cdeneesninas'ces 25 3.0 20 + 5.5 + 0.8 3,281 294 157 367 
Hetatal GS i sivin 5 ca4ns0 ase sewhc5s% 133 —35.6 84 + 0.7 + 0.8 8,970 273 161 344 
Plumbing and = peatiog supplies... eid 112 —36.1 75 —14.2 + 0.1 4,450 248 209 320 
Jewelry and optical goods...................0-. 41 —44.9 18 + 0.5 — 5.1 2,717 552 281 771 
Leather and s op tallines a 12 — 6.9 26 - — -- 
Lumber and building TS EE 18 —21.0 12 — 3.7 —1.1 1,3 353 213 164 290 
onion. ¢ equipment and supplies, except 

eee Runs nbs 64.0 $0.0 6s: treia owe neain 19 —22.9 9 +13.8 — 2.1 2,362 231 151 245 
we Re nie weiseetneksecavewtacd 10 —33.6 -- — — — -- a 
PN GIN WORMED. 00050000 cccnsescccecsees 8 —21.9 — — _ _ — _ — 
Paper and its products.................0.0e000- 53 —19.4 23 —11.5 — 3.9 2,721 175 156 199 
SINE se fa acknscs cn sssissi0vcanschosek 6 — 3.5 - — — _ _ - _ 
Tobacco and its products.....................+- 13 — 2.7 -- — — — — _ ao 
Dc thiandntesdccchvekecadakesennens 24 —16.4 26 — 2.3 —15.0 8,678 172 159 289 

iit ciie dali icheenetenins 1,606 —17.4 974 — 7.0 — 3.3 


213 ,534 218 193 266 








*Thig heading also includes distributors of mill, mine and steam supplies. 
#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 
**Total Sales, including liquors, wines, etc. 


WHOLESALERS accounts receivable and 
‘collections, March 1938 















Collection Percentages* Total Accounts Receivable 
. Number of Percent change 
Kind of Business firms Mar. 1,1938 from 
reporting As of Mar. 
1, 1938 
Mar. 1, Feb. 1, 
1937 1938 
IR vans eas ssc tnd odncnassiccdidaratadseess ances 54 51 56 49 — 4.2 — 1.8 $1,815 
eee 16 45 61 42 —1.2 +17.8 2,432 
i os sensed cane desu ce dewesacceed 30 37 34 38 —17.7 +21.0 24,333 
es no a decbac eee cab deve soseues 126 77 83 72 + 2.1 — 3.4 25,198 
Dry che yah Ghwss, babs 004d wee obese need. os Koons eeees 84 a4 47 41 —19.6 + 2.6 19,732 
ae hea ohn wchcimcepedeeensraescesesess 155 71 82 65 —11.1 — 3.2 19,073 
Farm products (consumer good athe tial y Balas eae es aka 14 127 127 114 — 1.0 + 2.1 920 
Furniture and house furnis = er rere rer 30 56 55 47 —24.2 + 0.6 3,314 
Groceries and foods, except farm products. ....................--- 174 95 101 88 — 3.6 + 1.0 22,108 
Meats ae meat products PR TIMES CC Rie. 4 pak cata chs ce hentaeageees 15 175 176 173 — 6.4 + 1.3 4,432 
Total I hardware EGROR UKE Racdnidbacdudskeereexenesew cen ss 399 48 54 45 —10.9 + 2.6 43,584 
General hr DMG eRtORG CEE Eades Cee KdK ether cconvuse nee’ 149 46 50 42 — 7.9 + 4.8 30,577 
eee, ce bea nneciuncdececveater 24 61 68 61 —23.4 + 1.9 1,607 
Industrial supplies a Ci wie Seite ch Gniie> wancomen ener 121 53 64 51 —17.9 — 2.8 6,458 
Plumbing an cre ESN en fee a wheal nics ane SN 105 53 60 49 —14.3 — 2.7 4,942 
Jewelry and — Read a bibeeenes a nbas KanWenwectes 33 20 30 23 — 2.0 — 3.6 2,542 
Leather and shoe —. Pe EO re ee ee 10 41 43 28 — 6.9 0.0 269 
Lumber and building materials..................,.0000eceeeeeees 18 65 71 60 —15.0 — 3.2 1,275 
Machinery, equipment and supplies, except electrical............. 16 49 60 44 — 0.4 + 3.7 2,638 
ee eg CLR acc hcatc vac cent sueeneses -o-viesin’ 7 67 75 61 — 6.1 + 6.1 452 
ume NS ooo OL ch iis ea hehe davews codes 7 62 67 60 — 6.1 + 3.3 2,070 
I ia ois os hes can a 8g paa vn coop bss nne eben’ 45 60 68 59 —12.0 + 3.2 4,637 
EE I I 11 102 106 90 + 5.3 — 0.9 654 
een PUR em cleat ig Od wn 6 ake W Ook ORS wa Ged baa ag Maes tases 26 77 85 66 — 8.1 + 0.9 6,716 
RE A ee ee ee ee —10.2 + 2.9 188,194 














*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 
**This heading also includes distributors of mill, mine and steam supplies. 
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WHOLESALERS salesandinventories, by geographic 
regions, March 1938 


Middle Atlantic 


West North Central. ................555+ 


West South Central 


Mountain 


Pacific 





Kind of Business and Region 







IND... 06 scan ones wotuensscup ena 
eS OO RE a 
Plumbing and heating supplies............. 


Terre eee eee ee eee eee ee eee eee 


PID IID. 9000050600 005: s00e00s0¥ 
Clothing and furnishings, except shoes. .... 
Shoes and other footwear...............+++. 
pe and drug sundries**...............-- 
Electrical 5s swachdisshapseesesevevnad 
Farm products (consumer goods)........... 
Furniture and house furnishings........... 
Groceries and foods, except farm products. . 
Meats and meat products..................- 
PR AUD... cseksbabccobscnewees sed 
eR... cckbncshvabsackssbbouee 
ENE? | sss eboduausdosebssbs 
Plumbing and heating supplies............. 
Jewelry and optical goods.................. 
Lumber and building materials............ 
Paper and its products...............+.+08+ 


NE ss 5s Suis asncnreancenes comeeee 


RUINED. 5 5.5550.0s vo ongeseninnces 
Clothing and furnishings, except shoes. .... 
—— and drug sundries**...............-- 
Pleceicel a. PRE ALS Aa ccenbaauaekone 
Groceries and foods, except farm products. . 
ID a, Saicin Gow esies'seneuseones 
ERUNENN WUIMIEIIE «56 ain w v'v.nssscncsesnsecns 
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Shoes and other footwear......... 
Drugs and drug sundries**.. ... 
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Electrical BE Ai cued Wiens 03080 : 
Furniture and house furnishings........... 
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General hardware................+- ; 
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Industrial supplies*.............. 
Plumbing and heating supplies 
Jewelry and optical goods................+- 
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Shoes and other footwear.................4. 
Drugs and drug sundries**........... 
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Furniture and house furnishings........... 
Groceries and foods, except farm products. . 
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**Total Sales, including liquors, wines, etc. 
-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 
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End of Month Inventories (Cost) 
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1,324 


8,490 
530 
2,940 
2,122 
29,746 
619 
372 
7,969 
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WHOLESALERS accounts receivable and collections, 
by geographic regions, March 1938 











Collection Percentages* Total Accounts Receivable 
: ’ Number of Percent change 
Kind of Business and Region firms Mor wen Mar. 1, 1938 from As of Mar. 


I odin cuiedntsacdbcenndenahsvisasesdncdestaccdved uncer 


























6 
re a nc oulipancne guess sadedeenan’ 2 
NE ss Ra athisce ob an ceneceveee niecuelipee 0 
eo nid eahin np gic man inens exes 0 
i os chav ta dbetiacecnecetwonknevaes'srs 3 
Plumbing oat ES ES ASE ES a ne me 6 
a ica dewsecucecéassaenark’ entwdnswesweeh 327 69 76 65 —11.5 + 0.4 33,162 
BUAOMGLIVO SUDDIIED. 2.0.20 0ccccceccccccncccceseccsccncoceses 6 50 _ 50 —7.1 —13.2 171 
Ne oss nals sob ccncusvesscceweneens 4 46 62 42 — 2.6 +18.2 1,868 
a ocak a ciepes sv esuesxieeciveecsdate 8 35 40 32 —22.0 +20.1 1,396 
Nn. ui cdeeineeébsnccuscaeasacvees 23 68 72 62 — 2.8 — 5.8 5,851 
ee on iene cate eaesmabnavanesece 16 43 70 39 —12.2 + 2.4 2,316 
Electrical Seems Pe eee eee nase shes eianeeeecuaeess 69 76 83 75 —23.9 — 3.9 3,983 
Farm products (consumer goods)............... 4 126 129 112 — 1.5 — 7.4 323 
Groceries and foods, except farm products. ... 32 92 95 82 — 3.9 —1.3 4,818 
ES EEE 24 37 38 34 — 6.2 + 8.7 2,651 
a oe. bean ch caeoenk nesses 11 60 63 66 —13.5 +12.4 571 
Industrial supplies**...........eeesesereseees i 35 61 71 59 —21.9 — 3.2 1,409 
pas and heating supplies................. 41 49 57 46 —20.4 — 5.9 1,743 
I I os caccneustéiccvcccovsseccesnceeseas 14 24 31 24 — 6.9 —1.1 779 
Lamber and building material. ..........cccccccccsccccccccecs 7 56 65 46 —22.3 —2.4 359 
OS eee Ss 14 64 81 61 — 6.5 + 6.6 1,544 
re on occ cnsebbeushdpsdeneccceseanends 257 63 71 59 —10.0 + 0.2 31,307 
Automotive supplies EEA 2 ES RES Pt Ee ae ee 25 56 68 52 + 0.7 — 3.7 412 
CN RINE BENE 5.0 00 cccseciessicvesvcccsccensnesees 4 51 65 50 + 2.0 +14.8 256 
no ent ancasnneseaceenwacens 21 83 91 79 — 0.4 — 2.5 3,125 
Dry ee ates los when Gs beaver Veaveceennteceeee g 43 48 40 —16.0 + 0.4 1,915 
(Na ee Ca ea aS RISE 50 65 78 58 —4.1 — 3.7 5,767 
Groceries and t Sood, except farm products. ..................- 39 85 95 81 — 6.3 + 0.6 ,525 
Nee ice cc tne rea heanens d60s'cne een whes ke’ 20 46 50 42 —12.0 + 5.3 6,858 
Industrial supplies* FIRS SS eee ry ere 25 65 73 60 —35.5 — 6.4 1,314 
Plumbing and heating supplies... .............5..ceeeeeeeeeee 7 65 70 55 — 6.4 + 0.9 322 
ey oan othe sb gcdacnsaiescunencacaven 11 16 24 20 + 3.1 — 3.6 978 
eee eee one spe re teenie Seana sae eee se t 77 82 71 —16.0 +14.0 310 
Paper ai i wee ta wed ansnvedectesnyackecuh 13 56 59 56 —18.2 + 5.6 2,026 
ng 555 ona saneredccwssseescnsseceete 6 147 148 129 +12.4 0.0 208 
ha ae a pebcakkees nner basen 171 57 54 55 —14.2 +10.5 51,074 
Automotive pupplics ee Netabirans ead 8 49 58 43 + 1.6 + 0.7 454 
Clothing and furnishings. ....... ; 6 32 45 30 + 5.1 +19.6 269 
Shoes and other footwear.......... reas ‘ 7 36 33 39 —17.8 +21.4 20,986 
Drugs and drug sundries 15 82 88 78 + 3.3 — 2.3 2,894 
Ty ketenes sbeesese a q 9 46 44 44 —25.7 + 3.6 6,646 
pe Ee rrr rere m 20 63 86 54 . +19.7 — 5.3 1,531 
Furniture and house furnishings 9 53 47 —21.3 + 4.9 1,958 
Groceries and foods, except farm products. ................... 25 109 lll 101 — 9.9 + 5.5 3,357 
de a cudede bhoes ences desetauaks 14 46 50 38 — 5.1 + 9.2 5,829 
aca death aa neke irs we's'es ee saaleesia 5 62 54 41 + 2.6 +17.0 117 
odemetal et atcha sd Gia bbe eneceeePacnsawkcense 15 56 59 52 —21.3 — 1.0 578 
Plumbing and heating supplies... ........scccccsscccccscccccs 13 49 59 42 — 5.1 — 0.6 615 
eh cet heuded s nea aheneeabeNs 163 67 71 62 — 8.5 — 0.4 13,569 
Ro Lv ochnsbeineceicwebdsadapwents 21 93 102 88 + 3.4 — 4.4 2,109 
et od 5 an eae CUbeRe ER urn esnes UE eeeenebed 9 41 44 38 —16.5 — 1.9 1,477 
Electrical goods Be Sates a RL eg CERES cancels ane dancin anaes 42 78 82 78 —20.8 + 0.5 2,215 
ones and foods, except farm products. ................... 20 128 133 110 — 5.9 — 2.4 766 
isc sak eR neeeenbede es sesndccneesesetes 27 46 52 39 — 6.9 — 0.9 3,375 
a nnunawesduieus 10 60 66 56 —7.5 — 2.6 407 
Plumb: ee Ns incsn case dorn sede (atecéeaees 18 53 56 49 — 3.1 — 3.8 852 
PE IRMIINEIIIR, 3 5 cc ncnccnvesdccecvewsesecccessacsesse 4 58 70 59 — 5.1 — 0.3 318 
oi ns etenacacenceensvegepeaceouen 75 58 60 53 —15.2 + 0.6 9,390 
—— I Fo ca cu ab ego thegecd eens sarecaene 11 70 71 66 —13.7 — 4.5 1,525 
eR ee os ee nc nageiwengneecateeeb ass 13 40 44 37 —20.2 + 2.3 2,495 
Electrical goods Sie Pie cee eld daa Relea ame Ge 8 86 85 56 —11.0 — 6.5 404 
Groceries and foods, except farm products. 11 101 106 91 —10.8 —02 
no a ccc chanwhedersanese 14 50 51 47 —10.5 + 5.9 2,676 
SSE a Oe 4 54 54 45 —19.2 — 8.5 
West South Central....... ITI ean 107 59 65 58 + 0.4 + 1.9 16,657 
Drugs and drug sundries... 17 76 81 76 + 9.7 —1.1 932 
Ca ccciccensee 13 38 37 35 —13.5 + 4.7 3,441 
Electrical goods.......... TiGaitals triteiiidahcnoinenpnicesnccss 12 82 119 72 +17.1 — 7.0 562 
Furniture and house furnishings. ..................ceeeeeeees 68 56 —19.8 +11.1 469 
Groceries and foods, except farm products. ................... 22 90 101 91 + 2.1 + 3.1 3,238 
a a ES, SPIER i See 19 55 59 + 3.3 + 2.8 2,349 
I 6 on'6 5600008 6580906h0004650ssscecnnTtoceues 5 35 48 34 + 3.7 —0.4 1,721 
eR ee te eas Bie ghesasuaensaesieenebases 46 72 77 68 — 1.3 —1.4 4,718 
oor ai DE ai) otal Cue et heasiNcesemeansaswenesacusd 10 71 76 79 —14.3 + 5.8 492 
Groceries no te em except farm Products. .......cccccceccces 6 87 88 81 +17.9 + 1.1 1,532 
I ns cas cekeeshdceeeensteecestseeeneeee 7 47 56 48 —11.1 — 1.0 815 
a ot nase he ceabenaenueeven 169 68 73 63 — 5.7 + 0.4 23,710 
ES OEE ETE DOLE POD 20 48 49 50 —14.3 0.0 498 
NE 0 5s os hoc ced ccbncescacacsocegecesens 5 31 39 28 — 9.7 +21.2 354 
Drugs and e ICL hha pe nda s ccuee oases eee sec kene 10 84 91 76 +11.5 — 1.3 4,919 
aiid eas aseag Jos entrees ekerbene ll 57 56 54 —21.6 + 1.7 1,247 
Electrical es ACE iia Gtndekes beCeeweBaweasw se 25 71 61 — 6.9 — 1.0 773 
Farm products (consumer goods)...........2.22++seeeeeeeeeee 7 137 132 122 + 3.9 + 8.1 454 
Furniture and house furnishings.....................eeeeeee- 7 55 49 —23.7 0.0 302 
Groceries and foods, except ion Cs. eine thse aks oer 16 102 109 90 — 4.0 — 0.7 1,967 
ES ain abnewengagnese soo ees 18 4 49 44 — 8.6 + 2.9 5,623 
Industrial supplies**........... 12 58 56 —12.8 + 5.7 389 
Plumbing and heating supplies. bs 12 62 80 58 —11.5 + 2.7 720 
Paper onal its products.......... ‘ - 6 61 56 59 —13.7 —12.2 309 





*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 
“This heading Seana necludes distributors of mill, mine and steam supplies. 
STATES COMPRISING REGIONS: 


New E d—(Conn., Me., on. a H., R. I., Vt.) East South Central—(Ala., By.. Bie. = 


Middle Atlantic—(N. J., N. Y West South Central—(Ark., La., O: xas) 
East North Central—(II., Ind., iia. Ohio, Wisc.) Mountain—(Ariz., Colo., Idaho, Mont., No N. Mex., Utah, Wyo.) 
West North Central—(lowa, Kans., Minn., Mo., Nebr., N. Dak., S. Dak.) Wash.) 


Pacific—(Cal. , Ore., 
South Atlantico—(Del., D. D.G., Fla. Ga. Md., N. Car, 8. Car., Va., W. Va.) 
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Select at random the name of any one of your 
principal profitable outlets for merchandise. Con- 
sider that one of three things may happen to that 
outlet at any time: 


1. It may fail. 


2. It may be lost through a credit misunderstanding or credit 
error. 


3. It may become a potentially larger outlet for your products, 
and you may not share in its growth. 


How can you protect your accounts 
'. against all three contingencies? 


bes 

The National Credit Interchange System has perfected a new, 
wholly different service to provide you with just that kind of 
insurance. It is called AUTOMATIC REVISION SERVICE. 


AUTOMATIC REVISION SERVICE guarantees you a con- 
tinuing series of reports on your important outlets—at intervals 
specified by you—each report containing nothing but strictly 
current, up-to-the-minute facts on the customer’s buying and 
paying habits. 

These reports, reflecting every change in the fortunes of the 
customer, will insure your being able to adjust your policies to 
every change—just as quickly as it occurs. 

They take the guesswork out of “trends”. In them, “trends” 
are reflected by—facts—, not by personal opinion which is 
frequently at variance, and often prejudiced. 


AUTOMATIC REVISION SERVICE eliminates the hit-or- 
miss methods of giving you long-time accumulations of informa- 
tion at indeterminate intervals. ‘These may cause losses. 
AUTOMATIC REVISION SERVICE—prevents them. 


Ask your local Credit Interchange representative for detailed 
information on AUTOMATIC REVISION SERVICE. 


CREDIT INTERCHANGE BUREAUS 


NATIONAL ASSOCIATION OF 
REG. U.S. PAT.OFF. CREDIT MEN 


* If it doesn’t carry this 
insignia, it isn’t Credit 
Interchange Service. 
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